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_ " Barry L. Sams
* Principal Environmental Engineer

; March 24, 1995

VIA FEDERAL EXPRESS

Noel Bennett
Remedial Project Manager

U.S. Environmental Protection Agency
Region VI

193405

WK SO .

Superfund Programs Branch (6H-SR)
1445 Ross Avenue

Dallas, Texas 75202-2733
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Re:

Request for Information Pursuant to CERCLA Section 104
Tar Creek Superfund Site, Ottawa County, Oklahoma
Dear Mr. Bennett:

On or about September 29, 1994, U.S. EPA Region VI issued requests for
information related to the Tar Creek Superfund Site (the “Site”) pursuant to CERCLA Section

104 to NL Industries, Inc. (“NL”) and five other companies (collectively, the “Respondents™).
At a meeting between representatives of EPA and Respondents in your offices on October 5,
1994, EPA agreed, among other things, that the Respondents could respond collectively to
questions 17, 19, 20, 21, 22, 23, 24, 25 and 26. U.S. EPA confirmed this and other agreements
in its November 22, 1994, letter to, among others, Barry L. Sams of NL Industries, signed by
Allyn M. Davis for Jane N. Saginaw, Regional Administrator. Subsequently, by letter dated

February 22, 1995, from Mr. Davis to Gary D. Uphoff, U.S. EPA extended the deadline for
response to the September 29, 1994, information request until March 24, 1995.

By letter and attachments of March 8, 1995, NL and the other Respondents
responded to questions 17, 19, 20, 21, 22, 23, 24, 25 and 26 of the September 29, 1994,

information request. The purpose of this letter is to respond on behalf of NL Industries to
questions 1 through 16, inclusive, 18, and 27 through 43, inclusive. To the extent that the
Respondents’ collective March 8 responses contain information also responsive to questions 1
through 16, inclusive, 18, and 27 through 43, inclusive, NL incorporates the March 8 responses

herein. To the extent that the Respondents’ collective March 8 responses did not contain
information that NL believes may be responsive, it is included herein.

Also, U.S. EPA’s November 22, 1994, letter stated that each Respondent is
required to provide information regarding itself, its parents, its subsidiaries, its successors, and

other related entities, but not regarding other unrelated companies. Accordingly, NL provides
such information only for NL.

NL Industries, Inc.
Corporate Environmental Services
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NL states that potentially responsive documents which NL or other Respondents
have previously submitted to EPA or which NL has received from EPA in conjunction with
the Site are not contained herein. Also, NL is not transmitting United States Bureau of Mines
Records regarding Site or Ottawa County mining as Respondents provided these records to
EPA on March 8. In addition, information NL received in the 1980s from other potentially
responsible parties (“PRPs™) or their representatives regarding their activities at the Site is not
contained herein. The PRPs developed this information to promote formation of a PRP group,
evaluate settlement of EPA’s 1984-85 demands and identify non-participating PRPs. This
information is therefore protected from disclosure by the joint defense privilege.

NL objects to U.S. EPA’s September 29, 1994, information request to the extent
that it seeks information from all time periods, including time periods irrelevant to NL’salleged
activities at the Site. NL also objects to U.S. EPA’s September 29, 1994, information request
to the extent that it seeks information protected by the attorney client privilege, joint defense
privilege or work product doctrine.

Should you have additional questions about NL’s responses, please contact NL’s
counsel Marcus Martin of Bartlit Beck Herman Palenchar & Scott at (303)-592-3180 or Lisa
Esayian of Kirkland & Ellis at (312)-861-2226.

QUESTIONS

1. Identify the person(s) answering these questions on behalf of the Respondent.

Barry L. Sams, Principal Environmental Engineer, NL Industries, Inc., P.O. Box
1090 Wyckoffs Mill Road, Hightstown, New Jersey, 08520, and counsel for NL Industries
answered these questions on behalf of NL.

2. For each and every question contained herein, identify all persons consulted in the
preparation of the answer. In addition to persons identified above, Lisa Broomas,
P.O. Box 4272, Houston, TX and John Hager, 3000 North Belt East, Houston, TX.

3. For each and every question contained herein, identify all documents consulted,
examined, or referred to in the preparation of the answer or that contained
information responsive to the question and provide true and accurate copies of all
such documents.

See response to each question below.
4. If you know of information or documents responsive to any question in this

Information Request that are not in your possession, identify the person from whom
such information or documents may be obtained.
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NL does not know of specific information or documents responsive to any question

in U.S. EPA’s September 29, 1994, information request, with the exception of U.S. Bureau
of Mines records discussed in EPA’s November 22, 1994 letter.

5.

Identify any person you think may be able to provide a more detailed or complete
response to any question contained herein, along with the additional information or
documents that you think they may have.

NL objects to this question on the grounds that it requests NL to speculate
about the availability of information not within the control of NL. Subject to
this objection, George Schaffer, former plant manager of Baxter Springs, KS.
Last known address is 131953 S. 95th East Avenue, Bixby, OK.

Identify all persons, including Respondent’s employees, who have knowledge,
information or documents about the generation, production, use, purchase, treatment,
storage, disposal or other handling of hazardous materials at or transportation of
hazardous materials to, on, or about the Site.

NL objects to Question 6 to the extent that its assumes that NL generated, produced,

used, purchased, treated, stored, disposed or handled hazardous materials at or transported
hazardous materials to, on, or about the Site. Subject to this objection, NL identifies Barry
L. Sams; H. Glenn Rodman; Fred R. Baser; and counsel for NL.

7.

10.

Identify the parent corporation and all subsidiaries of Respondent. Also identify any
parent of the parent corporation of Respondent.

See Attachments 1 and 2.

Identify all of Respondent’s predecessor corporations.

See Attachments 1 and 2.

Identify all subsidiaries of Respondent’s predecessor corporations.
See Attachments 1 and 2. .

If Respondent is a corporation, provide EPA with a copy of the Articles of
Incorporation and by-Laws of the Respondent.

See Attachment 3.
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11.

Identify the following companies:

(a) Asarco, Inc.

(b) Blue Tee Corporation

(c)  Childress Royalty Company

(d)  Gold Fields Mining Corporation

(¢) NL Industries, Inc.

® The Doe Run Resources Corporation.

U.S. EPA’s November 22, 1994, letter provides that each Respondent is required to

provide information regarding itself, its parents, its subsidiaries, its successors, and other
related entities, but not regarding other unrelated companies. Accordingly, NL provides
such information only for NL. See Attachments 1 and 2.

12.

13.

14.

Have any of the companies listed in question 11 or in your response to questions 8
or 9 ever dissolved, either formally or otherwise? If so, describe, respectively, the
dissolution of each company which dissolved. In your description, identify to whom
the assets were transferred. In your description, identify to whom the liabilities were
transferred.

See Attachment 1.

Have any of the companies listed in question 11 or in your response to questions 8
or 9 ever filed for bankruptcy or been liquidated? If so, describe, respectively by
company, the bankruptcy or liquidation. In your description, identify to whom the
assets were transferred. In your description, identify to whom the liabilities were
transferred.

See Attachment 1.

Have any of the companies listed in question 11 or in your response to questions 8
or 9 ever been sold? If so, describe, respectively by company, the sale. In your
description, identify to whom the assets were transferred. In your description,
identify to whom the liabilities were transferred. In your description, describe the
form and terms of the transfer (e.g., whether it was a sale of assets, a sale of stock,
or other form of transaction).

See Attachments 1 and 2.
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15.

16.

17.

18.

19.

24, 1995

Have any of the companies listed in question 11 or in your response to questions 8
or 9 ever been merged with or acquired by another entity? If so, describe,
respectively by company, the merger or acquisition. In your description, identify to
whom the assets were transferred. In your description, identify to whom the
liabilities were transferred. In your description, describe the form and terms of the
transfer (e.g., whether it was a sale of assets, a sale of stock, or other form of
transaction).

See Attachments 1 and 2.

Describe in detail by use of text, and diagrams or flow charts, the company history
of the Respondent. Please include, without limitation, a description of the business
relationship of the Respondent to any of the companies listed in question 11 or in
your response to questions 8 or 9. Please include, without limitation, descriptions of
any mergers, splits, consolidations, asset sale, other ownership changes, name
changes, dissolutions, and other major events in Respondent’s history.

See Attachments 1 and 2.

For each of the companies listed in question 11 or in your response to questions 8 or
9, identify, and list separately by company, any property interest that each of the
companies has had at any time in any portion of the Site property or Ottawa County
property. ldentify, and list separately by company, all documents showing such
property interests, including without limitation, purchase and sale arrangements,
deeds, leases, any other relevant documents, and provide EPA with copies. For real
estate property interest, provide legal property descriptions, amount of acreage, and
any plats or map showing property location, boundaries, or ownership information.

Respondents’ March 8 letter responded to Question 17. See also Attachment 4.

Provide EPA with a copy of an audited set of financial statements which includes a
statement of financial position/balance sheet, income statement, and statement of
changes in working capital, and any other supplementary information for
Respondent’s most recent fiscal year.

See Attachment S.

For each of the companies listed in question 11 or in your response to questions 8 or
9, describe, and list separately by company, the physical condition of each of the
property interests in the Site or in Ottawa County of each of the companies at the
time that each of these companies acquired its particular property interest in the Site
or in Ottawa County. Include a description of the topography, land use, drainage
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patterns, temporary and permanent buildings, well locations, and other information
about the physical condition of each property interest of each company. Also
describe, and list separately by company, any significant changes in physical
condition that occurred on the property during the tenure of each of these companies’
property interests, respectively. The description of significant physical changes
should include, but should not be limited to, any earth moving operation, any
movement of tailings or mining waste, any movement of solid waste, and any road
construction activity. Indicate the month and year of these changes. Please identify,
and list separately by company, any documents indicating the physical condition of
the property throughout the tenure of each of these companies’ property interests,
respectively, and provide EPA with copies. Please identify any individuals, still
living, who may have been present at the time, and who might know about the
conditions described in your response.

NL objects to Question 19 to the extent that it assumes that NL significantly
changed the physical condition of any Site property during NL’s tenure. Subject to this
objection, Respondents’ March 8 letter responded to Question 19. NL does not have any
additional information.

20.  Provide copies of all reports, analyses, investigations, surveys, or other
documentation of the Site’s physical condition which you have not already provided
to the Hazardous Waste Division of EPA Region 6.

NL is not aware of any reports, analyses, investigations, surveys, or other
documentation of the Site’s physical condition which have not already been provided to the
Hazardous Waste Division of EPA Region 6.

21.  For each of the companies listed in question 11 or in your response to questions 8 or
9, describe, and list separately by company, the nature of the actual business and
operation at the Site property and any where else in Ottawa County prior to, during,
and after the time in which each company had property interest(s) in any portion of
the Site property or in Ottawa County property.

Respondents’ March 8 letter responded to Question 21. NL does not have any
additional information.

22.  For each of the companies listed in question 11 or in your response to questions 8 or
9, describe, respectively for each company, any of the following activities which
were undertaken at the Site and anywhere else in Ottawa County: ore production,
ore processing, ore reprocessing, mining, milling, smelting, boring, waste disposal,
ore transportation, and waste transportation. Identify, respectively by company, any
documents which mention any of these activities, indicate the location of the
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mention, and provide EPA with copies. Documents provided to EPA should
include, but should not be limited to, production records, plans, maps, and process
flow sheets for all mines, mills, smelters, or processing facilities where or are not
located at the Site and anywhere else in Ottawa County. Documents provided to
EPA should also include any information which may have been filed with or
received from the U.S. Bureau of Mines.

NL objects to Question 22 to the extent that it assumes that NL disposed of or

transported wastes in Ottawa County. Subject to this objection, Respondents’ March 8 letter
responded to Question 22. NL does not have any additional information.

23.

For each of the companies listed in question 11 or in your response to questions 8 or
9, describe, and list separately by company, all release, or threats of release of any
hazardous materials at or from the Site or at or from any part of Ottawa County
during the time in which the companies had property interest(s) in the Site or in
Ottawa County. Include, and identify by letter, the following information in each
description: (a) the dates when such releases occurred or threatened to occur; (b) a
description of how the releases occurred or threatened to occur; (c) a list of
hazardous materials which were released or which posed a threat of release; (d) the
amounts of each hazardous material released or which posed a threat of release; (e)
specific locations of releases or threatened releases; (f) any activities undertaken in
response to each release or threatened release; (g) a description of the results of nay
investigations of the circumstances, nature, extent or location of each release or
threatened release, including but not limited to, the results of any soil, sediment,
water (ground water and surface water), or air testing that was undertaken; and (h)
the names of all persons with any of the information which you provide in response
to this question.

NL objects to Question 23 to the extent that it assumes that NL caused releases or

threatened releases of hazardous materials at or from the Site or at or from Ottawa County.
Subject to this objection, Respondents’ March 8 letter responded to Question 23. NL does
not have any additional information.

24,

For each of the companies listed in question 11 or in your response to questions 8 or
9, describe, and list separately by company, all solid waste (including chat material,
tailings pond sediment, and waste rock) generated, treated, stored, or disposed of at
the Site and any where else in Ottawa County during the time in which each
respective company had property interest(s) in the Site and anywhere else in Ottawa
County. Include, and identify by letter, the following information in each
description: (a) the date when the solid waste was generated, treated, stored, or
disposed of at the Site and anywhere else in Ottawa County; (b) a description of the
manner in which the solid waste was generated, treated, stored, or disposed of at the
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Site and anywhere else in Ottawa County; (c) a list of solid wastes which were
generated, treated, stored, or disposed of at the Site and anywhere else in Ottawa
County; (d) the amounts of each solid waste generated, treated, stored, or disposed
of at the Site and anywhere else in Ottawa County; (e) specific locations of the areas
where solid waste was generated, treated, stored, or disposed of at the Site and
anywhere else in Ottawa County; (f) a description of the results of any investigations
or the circumstances, nature, or location of the solid waste generated, treated, stored,
or disposed of at the Site and anywhere else in Ottawa County, including but not
limited to, the results of any soil, sediment, water (ground water and surface water),
or air testing that was undertaken; and (g) the names of all persons with any of the
information which you provide in response to this question.

NL objects to Question 24 to the extent that it assumes that NL generated, treated,

stored or disposed of solid waste at the Site or anywhere else in Ottawa County. Subject to
this objection, Respondents’ March 8 letter responded to Question 24. NL does not have
any additional information.

25.

For each of the companies listed in question 11 or in your response to questions 8 or
9, describe, and list separately by company, all mine dewatering activities
undertaken at the Site and anywhere else in Ottawa County by the individual
companies, or by the individual companies in association with any other companies.
Include, and identify by letter, the following information in each description: (a) the
dates when the mine dewatering activities occurred; (b) a description of the mine
dewatering activities; (c) a characterization of the water quality (including, but not
limited to the following parameters: pH and concentrations of lead, cadmium, zinc,
iron and other metals) of the water removed from the mines; (d) the amounts of
water removed from the mines; (e) specific locations of the areas where water
removed from the mines was discharged, treated, stored, or disposed of at the Site
and anywhere else in Ottawa County; (f) a description of the results of any
investigations of the circumstances, nature, or location of the mine water removed
from the mines, and treated, stored, or disposed of at the Site and anywhere else in
Ottawa County, including, but not limited to, the results of any ground water and
surface water testing or measurements that were undertaken; and (g) the names of all
persons with any of the information which you provide in response to this question.

Respondents’ March 8 letter responded to Question 25. NL does not have any

additional information.

26.

For each of the companies listed in question 11 or in your response to questions 8 or
9, describe, and list separately by company, all ore or ore concentrates (including,
but not limited to, crude ore, zinc concentrate, and lead concentrate) produced at the
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Site and anywhere else in Ottawa County by each company respectively. Include,
and identify by letter, the following information in each description: (a) the dates
when the ore or ore concentrate was produced; (b) a description of how the ore or
ore concentrate was produced; (c) a list of the types of ore or ore concentrates which
were produced; (d) the amounts of each type of ore or ore concentrate produced; (e)
specific locations (identify the name of mine if known) of the areas where the ore or
ore concentrate was produced; (f) the respective amounts (expressed in tons) of
crude ore, zinc concentrate, or lead concentrate produced at the Site and anywhere
else in Ottawa County; (g) a description of the results of any investigations of ore
production at the Site any anywhere else in Ottawa County; and (h) the names of all
persons with any of the information which you provide in response to this question.

Respondents’ March 8 letter responded to Question 26. NL does not have any
additional information.

27.  Describe the acts or omissions of any persons, other than your employees, agents or
those persons with whom you had a contractual relationship, that may have caused
hazardous substances to be placed on the Site and anywhere else in Ottawa County.

NL is not aware of any acts or omissions of any persons, other than as described in
information already provided to U.S. EPA, that may have caused hazardous substances to
be placed on the Site and anywhere else in Ottawa County.

28.  Describe the acts or omissions of any person, other than your employees, agents or
those persons with whom you had a contractual relationship, that may have caused
solid waste to be placed on the Site and anywhere else in Ottawa County.

NL is not aware of any acts or omissions of any persons, other than as described in
information already provided to U.S. EPA, that may have caused solid waste to be placed
on the Site and anywhere else in Ottawa County.

29.  Identify all persons, including Respondent, who may have arranged for disposal or
treatment or arranged for transportation for disposal or treatment of waste materials,
including without limitation hazardous materials, at the Site or to the Site and at or
to anywhere else in Ottawa County. Describe the arrangement(s) and the waste
materials involved.

Other than as described in information already provided to U.S. EPA, NL is not
aware of any persons who may have arranged for disposal or treatment or arranged for
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transportation for disposal or treatment of waste materials at the Site or to the Site and at or
to anywhere else in Ottawa County.

30. Provide EPA with a copy of the Articles of Incorporation and By-Laws of the
companies listed in question 11.

See Attachment 3.
31.  Describe Asarco, Inc.’s activity at the Site and everywhere else in Ottawa County.

Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 31.

32.  Identify any documents which mention Asarco, Inc.’s waste disposal practices at the
Site and everywhere else in Ottawa County, indicate the location of the mention, and
provide EPA with copies.

Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 32.

33.  Describe Blue Tee Corporation’s activity at the Site and everywhere else in Ottawa
County.

Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 33.

34.  Identify any documents which mention Blue Tee Corporation’s waste disposal
practices at the Site and everywhere else in Ottawa County, indicate the location of
the mention, and provide EPA with copies.

Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 34.

35.  Describe Childress Royalty Company’s activity at the Site and everywhere else in
Ottawa County.

Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 35.

36.  Identify any documents which mention Childress Royalty Company’s waste disposal
practices at the Site and everywhere else in Ottawa County, indicate the location of
the mention, and provide EPA with copies.
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Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 36.

37.  Describe the Doe Run Resources Corporation’s activity at the Site and everywhere
else in Ottawa County.

Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 37.

38.  Identify any documents which mention the Doe Run Resources Corporation’s waste
disposal practices at the Site and everywhere else in Ottawa County, indicate the
location of the mention, and provide EPA with copies.

Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 38.

39.  Describe Gold Field Mining Corporation’s activity at the Site and everywhere else in
Ottawa County.

Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 39.

40. Identify any documents which mention Gold Fields Mining Corporation’s waste
disposal practices at the Site and everywhere else in Ottawa County, indicate the
location of the mention, and provide EPA with copies.

Other than information already possessed by U.S. EPA, NL has no information
responsive to Question 40.

4]1.  Describe NL Industries, Inc.’s activity at the Site and everywhere else in Ottawa
County. _

See Attachment 4. Other than information already possessed by U.S. EPA, NL has
no information responsive to Question 41.

42.  Identify any documents which mention NL Industries, Inc.’s waste disposal practices
at the Site and everywhere else in Ottawa County, indicate the location of the
mention, and provide EPA with copies.

See Attachment 4. Other than information already possessed by U.S. EPA, NL has
no information responsive to Question 42.
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43.  Identify all persons who may be responsible for the liabilities of Respondent arising
from or relating to the release or threatened release of hazardous substances at the
Site and anywhere else in Ottawa County, including but not limited to successors,
parents, subsidiaries, and individuals.

NL states that its insurance carriers may be liable for any liability imposed on NL.
See Attachment 6 for a list of NL’s insurance carriers. Other than information already
possessed by U.S. EPA, NL has no other information responsive to Question 43.

Barry L.

Principal/Environmental Engineer

cc: L. Esayian
M. Martin

attachments
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thereafter to March, 1917; when 1% % was paid; Sept., 1917, 135%; 1918, §%; 1919, §% %; 1920 and 1
dends of T% % in 1919; March and Sept., 1920, 5% each.
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. MOODY'S MANUAL OF iA'I’ES.’l'MENTS 1435

| D -
T - Capltal Stocks %. Nationa! Candy Co, Inc. 79 cum. first preferred: Authorized, §1,000,000; outltam!ing'i

§:,500,000; par $100. Has first prefercnce a3 to asscts end 7% cumulative dividends. Not callable. First and secon
goferred have full voting power. Regular dividends paid quarterly, Jan. 1, etc., to gtock of record, Dec. 12, ete.

2. KNaticnatl Candy Co., Inc. 7¢, cum. second preferred: Authorized, $2,000,000; outmndimf. ?1.131.100; in
treasury, $568,200; par $100. Has second preference as to asscts and 7% cumulative dividends. Not eallable. First and
second preferred have full voting power. Regular dividends peid quarterly, Jan. 1, etc., to stock of record, Dec. 12, ete.

3. Naztional Cami{l Co, Inc., common: Authorized, 240,000 ghares; outstanding, 211,780 shares; in treasury,
28,220 shares; no par (changed from $100, Oct. 7, 1927, four no par shares issued for each uoé share). Has one-quarter
vote per share. Dividends paid on $100 par shares: 17 each March 15 and Scpt. 15, 1810, and March 1562119%‘;;5 none
» per
annum; 1922 and 1923, 5%; 1924, 6% ; 1925 and 1926, 7% ; March 16 and Sext. 7, 1927, 84 % each., Paid extra d?vi-
Paid initial dividend of 43% cents on no par stock Nowv. 1,
1927; Jan., 1928, 43% cents and quarterly thercafter to Jan. 1, 1930, inel.; Apr. 1, 1930, 50 cents. Dividends payable
gusrterly, Jan. 1, ete., to stock of record f)ec 12, ete. ,
Transfer Agent: Franklin-American Trust Co. St. Louis, Mo. Registrar: Mississippl Valley Trust Co., St. Louis,
$o. Al classes listed on St. Louis Stock Exchange and common quoted in New York. Number of stockholders, Dec. 81,
1929, 15t pref., 341; 2nd pref., 220; common, 1,273,
]

jce RANGE: 19829 1928 1827 192¢ 1928 924 . 1823
e owmme gt niiE o g el woe o

an! Ueene by - - Y - - - : - -

Common .. 3‘9;‘ 13 3%~ 17 °73- 1% 23~ 70 106~ 83 107%~ 80 2 - 13%

History: Incorporated under the laws of New Jersey, December 7, 1891. 1In 1908 eontrol of the United Lead Com-
ny was acquired, and early in 1907, &uctically all the $1,500,000 8% g;efemd and $1,600,000 common stock of the
agnus Metal Co. was i In March, 1910, scquired an interest in the Unl tates Cartridge Co., of Lowel},

Mass.,, consumer of lead and manufacturer of fixed ammunition. Owns entire capital stock of Carter White Lead Co.,
of Chica&m and Omaha. As of July 1, 1912, acquired entire capital stock of the Matheson Lead Co., which was subse-
quently dissolved. In addition to its numerous manufacturing plants the company maintains offices at the following
plsces: Detroit, Kansas City, Mo., Louisville, Milwaukee, Nashville, Tenn., New Orleans, Omzaha, St. Paul and at Charles-
ten. In addition The National Lead Co. of California maintains branches at l.os Angeles, Portland, and Seattle.
Branches located as follows: Atlantic branch, New York, N. Y.; Baltimore, Buffalo, Cleveland, Cincinnati, Chica
St. Louis; John T. Lewis & Bros.’ Co., Philadelphia; E. W, Blatchford Co., Chicago; E. W. Blatchford Co,, N'ew York;
St. Louis Smelting & Refining Works, St. Louis, Mo.; National Lead & Oil Co. of Pa., Pittsburg; National-Boston Lead
Co., Boston; National Lead Co. of Cal,, San Francisco, and National Lead Co. of Argentine, Buenos Aires. In 1919, pur-
chased the plant of Hirst & Begley Linseed Ca., of Illinois, at Chicago, manufacturers of linseed ofl. In 1920, the company
scquired entire ownership of the U. S. Cartridge Co., manufacturers of shells and ammunition, and precision machinery
m% tools, and in 1926 sold machinery and equipment of this company. In January, 1921, the company purchased one-
half of the outstanding capital stock of the Titanium ecnt Co., Inc,, Niagara Paﬁs. N. Y. Manufactures virtually alt
products of pig lead, including white lead, oxides, and kindred products; slso linsced cil, linsecd oil eake and meal, and
smelts and nes lead. Company has an interest in the Patino Mines & Enterprises Consolidated, Inc. (which see)
formed in July, 1924 to acquire Bolivian properties of the Estafiifera de Llallagua. In Apr., 1925 purchased plant and
tusiness of Metallurgical & Chemical Corp. with works at Matawen, N. J .

In 1927 company exercised its option to purchase the Titan Co. of Norway. Company &lso concluded an ment
with Die Interessengemeinschaft Farbenindustrie Aktiengeselischaft to manufacture and market in Germany and Central
Europe titanium pigments from the Norwegian ores. 1. G. Farbenindustrie A. G. and the company each own a1 interest
in Titafigesellschaft M. B. H. which has built & plant for the munufacture of titarium pigments &t Leverkusen, near
Cologne, Germany. Acquired e substantial interest during 1927 in the Newton Die Casting Corp., of New Haven, Conn.
Number of employees, Dec. 31, 1929 (including &1l wholly-owned subsidiaries), 7,000.°

MSubsldiarles: .Corporations in which National Lead Co. is interested through cwnership of all or part of the capital
stock:

A290CIATED LEAD MANUFACTURERS, LR NaTioNaL Leap Co. oF CaL.; San _Fran- *.ead Co. owna 87% of atock. Titan
Englsnd; Nationsl Lesd owns 209, of cisco Cal. (successor to Bass-Hueter ne. acquired the holdings ot Natlo
stock. Paint Co.), manufacturers of white lead Lead Ca. In Titangesellaschaft m. b. H.,

gaxzr Carror O1. Co., New"York, manu- exides; also mixed paints, varnishes, of Germany, The Societé Industriel du
facturers of castor oll and palnt specialties Titane of nce, and the patents for
cARTEE WHITE lzap Co,, Chicego and NaTioNaL 11omenTs & Cuxpvicar Co., St the manufacture of Titanium products
Omahsa, white lead corroders. Louis, mincrs sand manufacturers of formerly held by Titan Co. A/8 of

‘cH EXPaNsioN BoLr & ENGINEEZRING barytes. orway,
OE@. New York, manufacturers of ex- NEWTON DIie Casting Corr., New Haven, hadi cyo. A/B, Fredriksstad, Norwsy,

pansion_ bolts. Conn., manufacturers of pressure dle “scturers of titanium oxide pig-
Gerorola LEap Co., Atlanta, Ga., manu- casting.

facturers of sheet lead, Elpe and alloys. S7. Loris SwerLming & Rerixing Co., 8t Pioment Co., Inc., New York,
piowesT Carnioe Co., Keokuk, Towa. Louis, miners, smelters and refiners of «&== sturers of titanium oxide pis-
Macnrs CoMpany, INC., New York, dbrass ead, °

tounders. SoCtETE INDUSTRIELLE DU TITANE, Paris, rares Carrzvce Co., New York,
NatmioNal Lrkap Co. or CanNapa, 1lap.: France, manufecturers and distributors .acturers of metallic end sporting

Company controls Canada 3etal Co., of titanium oxjde pigments. ~nunition.

Lid.. Hoyt metal Co. of Canada snd TiTan Co,, INC. Incorpurated in Delaware WitrLiaxs Hanvey Corr., New York, smel-

Robertson Lead Mfg. Co. in 1929 as a holling company. Natiopal ters and refiners of tin.

Products: National Lead Co. either directly or through its subsidiaries manufactures the following products:

PAINTERS' MATERIALE: White lesd, ary PriNTERs® MreTars:  Linotype metal, ides, potters’ oxides, gtorage batt ox-

and In oll; red lead, dry and in oll: flat- monotype metal, stereotype metal, electro- fdes, o i

&u oll; eo:%l“,l, dr{ cs.::d u;_g; lnﬁeed ofl, type metal. 'eal&ngmo:'u dl..xﬁ.anlm%'vcn: Sheet
merican Calcutta g ed, re- CANNERS” BIATERIALS : Dar solder, wire aziers’ lea ead, Antimonial
ed varnishmakers’. s jead products, lead lined valves, lead for
Msnnm MzTarLa: Babbitt metals, frary solder. “'djm" flux, ribbon solder, tri- :r‘chlp ead

tectural TPORES, woo!
metal, pressure die castings. angular solder. Te, 1ead sash weights, biano Koy leada,
PLUMBERS’ BMlaTERIALS: Lead pi&e. Lzap OXxipeEs: Red lead, litharge, or- cinch expansion bolts. .
dlock tin pipe. tin-lined pipe, soldering : Brown of

. ange minera), glassmakers' oxides, color- GENERAL PRODUCTS
eadamant pipe,-lead traps and bend maﬁceu‘ xid rubbermakers’ oxide en. hi linseed
f&ﬁ'e!- pipe. bs - vamlahma?ceu‘”'oxldes. enamelmskegl’ ox’-' 'aa&l' n::a!}.w“t‘:: o‘ﬁ. lead. cake
M ement: Orricees: Edw. J. Cornish, Pres. and Chairman, New York; G. 0. Carpenter, Vice-Pres, Bt
Louis; E. F. Beale, Vice-Pres., Philadelphis, Pa.; Evans McCarty, F. M. Carter, W. C. heschorman. ice-Pres.; M. D. Cole,
8ec.; Charles Simon, Treas.; Henry O. Bates, Asst. Sec.; H. T. 'Wan.how Comgt.: H. W. Dickerson, H. O. Bates, Aast,
Compt.; Alexander & Green, General Cmnsei, New York. Dmrcrorst E.J., Corni , New York; E. F. Beale, Philadel-
hia; G. O. Carpenter, J. A. Casclton, St. Louis; W. H. Croft, C. E. Field, Chicago; Gustave W, Thom&son Brookg{n;
5. D. Dorsey, St, Petersburg, Fia.; W, N. Taylor, Pittsburgh; Evans uchrt‘,’ . C. Beschorman, F. M. éut:r. ew
York; A. H. hrodrick, Newton, Mass.; H. G. Sidford, Maplewood, N. J.; F. W. Rockwell, Greenwich, Conn. ANNUAL
Mzrrinc: Third Thursday in April, at Jeraey City. N Orrice: 111 Broadway, New York Coxrozata OFrica:
6 Exchange Place, Jersey City, N. s .
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hvODY'S INDUSTRIAL MANUAL

m—
NL INDUSTRIES, INC.
CAPITAL STRUCTURE Times
LONG TERM DEBT Amount Charges Earned Interest Call Price R:
ssue Rating Outstanding 1982 1981 ates Price 1982
1. Debenture ;&s. 1995 . Al $44,498000 J&DI1S (2]102.00 7l‘?~ S4Y4
2. Debenture 934s,2000 ........... A1l 100,501,000 J&JF 1 [2]105.375 79Y5- 64
.3 e-year extend. notes, 1987 Al 100,000,000 F&A1lS (7] 100 - 99}/
4. NatTLead subord. deb. A2 8,978,000 @526 (@©8.74 A&O 1 (33100, T\Vee S6%4
S. Subsidiary debt ..... vee 19,428,000 . .
. debt........ cee 49,523,000 . .
7. Commercial paper S 232,025,000
CAPITAL STOCK Par Amount Earned per Sh. Divs. per Sh, Price Range
Issue Value'  Outstanding 982 L1981 19820 el 1987 0 jom
1. 8%49%, cumulative pref; .. $100 - 450,000 shs. 3.... ... g ..... E} ----
2. Common ........... i s wn e c;.zs 61,766,792 shs. N .12 .61 [%éo") s |$e¢@ o 39%,- 141/’. m“/ﬁn 3:«
({1Based on average shares as reported by Co. on continuing oper. [ZSubject to change, see text. (3]Private! ased on income from ton
operations. BlIncludes $0.35 paid prior to 2-for-1 split. (€)After 2-for-1 split;%fore. 811441V, [[]See text. Y P ™

HISTORY .

Incorporated in New Jersey, Dec. 8, 1891 as
National Lead Co. to acquire the properties
and business of various manufacturers of
wl.nthe“}enddtnd lo;ida of lead and, one&}emd
min snd smelting company, pa ere-
for 149,040 shares of 79, mmuﬁ(gve class A
preferred and 149,054 shares of common, both
?g ﬁlg;)lpar value, Present name adopted Apr.

For acquisitions, mergers, etc., prior to
1958, aee Moody’s 1969 Industrial Manual,

Early in 1955 acquired Southern Screw Co.
manufacturer of_ w and steel screws with
plant at Statesville, N.C. Also acquired An-
chor Screw Products Co. with a warehouse in
Los Angeles.

On Apr. 6, 1959, issued 30,000 common
shares in acquisition of net assets of Gold-
smith Bros. Smelting & Refini:ﬁiCo.. proces-
sor of precious metals and ed products
with &rmcxpd plant in Chicago; now operated
as a division until early 1974 when operations
were discontinued. d
In May, .l%lh:dcquired majority interest in

Metal Castings .. Worcester, England, pro-
ducer of aluminum and zinc die cungngs. P

In 1962, acquired stock of Floating Floors

Inc. {(manufacturer and seller of die-cast ele-
vated floors and flooring systems) and formed
subsidiaries i Pigments

(Xronos tanium
Ltd.) in Enxhnd and in Belgium (Chas. Tay-
lor Sons, S.A.).

In l96e4&ncquired American Tansul Co.,.and

urchas: 939, interest in Schraubenfabrik

eustadt & Cie. G.m.b.H., Neustadt,
West Germany.

In 1968, comggn{:old $0% of its interest in
Canada Metal Co., Ltd. to Cominco 3

In Aug. 1967, acquired Amos-Thompson

rp. in exchange for 365,752 common shares.
In Feb. 1968 acquired assets of Cochrane
Foundry, Inc., York, Pa., producer of alumi-
num, bronze and brass castings through ex-
change of stock. ey

In J’uléo 1968 acquired Bunting Brass &
Eronzeb o ToL a, ?i" manufacturer of

ronze bushings, bars and special parta.

In Sept. 1968 acquired Synrox, Inc., maker

refractories for manufacture of
atainiess, alloy and carbon steel.

In Oct. 1968 aclguu-ed Edgar Plastic Kaolin

.+ Ing ar, Fla., producer of kaolin clay
which is used by ceramic industry for about
28,000 common shares. :

In Jan. 1969 acquired 999, of outstandi
shares of Lake View Trust & Savings Bank of
Chicago (see Moody’s Bank & Finance Manu-
al) for $38,000,000 cash. . .

In Apr. 1969 agreed to acquire certain assets
and assume certain liabilities of McCullough
Tool Co. of Houston and Los eles for
about $7,500,000. McCullough Pm es com-

lete ;vaue line services in oil fields of U.S. and
ada.

In Sept., 1969, acquired Jonathan Manufac-
turing . (Cal.) for about 136,000 company
common shares and cash. Jonathan and sub-
sidiaries produce aluminum and steel preci-
sion parts, and provide metal finishing serv-
ices primarily for the electronic and aerospace

industries.

In Feb., 1970, stockholders of Baker Castor
Oil Co. (N.J.), a subsidiary, approved Nation-
2 outstanding

al's acquisition of remain;
shln_m. ‘Transaction is subject, to favorable tax
ruling,

In June 1970 acquired Regal Molds Inc,
’l;gl . O., tool & die shop for 7,825 Co. com.

shs.
In 1971, acquired remalining_ outstanding
stock of Morris P. Kirk & Son Inc. and out-
standing preferred stock of National Lead
Co., S.A. (Company owns all outstanding
common stock.)

during 1971, Company sold French
and Australian manufacturing subsidiaries of
Hoyt Metal Co. of Great Britain Ltd. its in-
vestments in Colver S.p.A. and Aluminum
Match Plate Corp.

In Nov. 1972, acquired Nuclear Radiophar-
maceutical
Inc. from Cambridge Nuclear Corp..
$3,500,000.

in 1972 acquired Bell Clay Co. thru an ex-
change of 64,646 of Co. treasury shares.

Effective tan. 1, 1973, combined Batber Die
Casting Co., Ltd. and Lakeshore Die Casting
Co. L. to form Doehler Canada Ltd.

for

Corp. and Reactor Laboratories, B

In 1973 acciuired Triangle Service, Inc. thru

an issuance of 85,000 Co. treasury shs. )
In 1974 acquired Wilson-Snead Mining

Company Inc. thru an issuance of 33,000 Co.

treasury shs.

On Mar. 25, 1976, sold Lake View Trust and
Savings Bank for $29,500,000 in cash and
£10,000,000 in 10 yr. notes.

In Dec. 1976, sold Dutch Boy Paints Divi-
aion to ELT, Inc.

On Jan. 18, 1977, merged Rucker Co. in ex-
change for 8,187,366 Co. common shares.

In Sept. 1977 acquired Ashton Supply Co.,
Inc. in exchange for 29,884 Co. com. shs.

In Mar. 1978 acquired Stewart & Stevenson
Oiltools Inc, for $31,000,000 in cash plus as-
sumption of $8,000,000 in liabilities,

In May 1978 sold Metal Castings Doechler
Ltd. to Lesney Products & Ca.

In Dec. 1978, acquired_ oil well servicing
business of Texas International for
$101,000,000 in cash and petroleum products

.and services.

In Jan. 1979, sold Pioneer Aluminum, Inc.
for $12,000,000. 3

During 1979 acquired Basin Survey's Inc,
and Petro-Log Inc. for 379,669 com. shs. and
$3,250,000 cash,

fn 1979 sold its remaining recycled lead fa-
cilities to various ?urchasers. N

In Nov. 1979 sold three Argentine subsidiar-
ies, National Lead S.A.; Industrias Deriplom,
S.A. and Corinda, S.A. to an Argentine inves-

tor,

In Nov. 1979, sold Titanium Alloy Manu-
facturing Co., an Australian subsidiary to
Utah Mining Australia Ltd. for $19,000,000.

In 1980, sold NL Magnesium for ApPPIOX.

In Apr. 1981, .acquired Sperry-Sun, Inc. for
$252,340,000 in cash.

In Nov. 1982, sold its Metals division to
Farley Metals, Inc.

Joint Venture: In May 1977, Co. formed a
joint venture oil indus tubular products

manufacturing company in Japan with Teijin
Ltd,, Tokyo. Co. said it has a 519 interest in
the $10,000,000 firm, with Teijin gnoldmg the

other 49%,.

SUBSIDIARIES AND AFFILIATES
Functions as both an operating and a hold-
ing company owning loo$ (uexcept as noted)
of the voting control of the ?o owing:
NL Acme Tool -
NL Atlas Bradford
glr: Baroid s
l%mg ystems
NL McCullough
NI Reamco
NL Rucker Products
NL Shaffer

NL S -Sun
NL Tlre:‘a’ng Chemicals
NL Well Service

American Thai Barite Ltd.

Atlantic Minerals and Products Corp.

Baroid Australia Pty., Ltd. (90°%)

Baroid of Canada, Ltd.

Baroid Drilling Chemicals Products, Ltd.

(60%%)
Baroid France S.A.
Baroid International, S.p.A.
Baroid Minera Bolivia Limitada
Baroid of Nigeria, Ltd. (609;) .
Baroid Pigmina Industriale Commercial, S.A.
Baroid de Venezuela, S.A. (925%)
NL-Baroid Minerals, Inc, (805
NL-Baroid (Cameroon) S.A.K.L.
NL Overseas Service Corg (England) N
NL Petroleum Services (Far East), Ltd. (Sin-

re)

Viaggtroleum Services (U.K.) Ltd.
N L Rucker Products, Ltd.
Norsk Petroleum Services A/S (Norway)
Perubar, S.A. (Peru) (67%)
NL-Teijin Co., Ltd. (Japan) (519%)
NL International Inc. (Tex.)
Russell Attitude Systems Ltd. (England)
Abu Dhabi Drilling Chemicals and Products,
Ltd. (United Arab Emirates) (25%)
aroid Caribbean. Ltd. (Cayman Islands)

(50%:)
Baroido (Saudi Arabia), Ltd. (Saudi Arabia)

4

Baroid Trinidad Services, Ltd. (Trinidad,
West Indies) (50°7%) .

Budin Barit imya Sanayi A.S. (Turkey)
(40%)

‘CeBo N.V., Curacac (Netherlands Antilles)

(S0%%)
Libyan Baroid Co., Ltd. (Libya) (49%)
P.T. Baroid Indonesia (West Java) (49%)
‘Thai Endeavor, Ltd. (Thailand) (49%)

NL Chemicals
Abbey Chemicals Limited (Scotland) (707!
Bentone-Chemie GmbH (West Germany)

(710%) .
Kronos Titan A/S (Norway)
Kronos Titan GmbH (West Germany)
NL CHEM Canada, Inc. (Canada
NL Chemicals Eurogre, Inc. (Belgium)

NL Chemicals S.A./N.V. (Belgium) .
N‘I’. ngemicals UK, Limited (United King
om
Societe Industrielle du Titane, SA (France)
(98%)
Titania A/S (Norway)
NLO, Inc. (Ohio) ,

Titanium Metals’ Corporation of America

50%) - .
Tim:t Division, Pittsburgh, Pennsylvanis
Standard Steel Division, Burnham, Pennt

sylvania

BUSINESS & PRODUCTS e

Company and its consolidated subsidianes
produce a broad line of products and service
which are Trouped into two major product st
eas—petroleum services and chemicals.
products and services are used by many i
dustries, including aerospace,. automotve.
chemical, construction, furniture, natural £23
paint, petroleum, plastics, rubber and trans
portation industries, . ok
: Company’s principal products are as fol-
ows:

Petroleum Services: Co. supplies & wide
range of products services and equipment fof
use by ol and exploration an 'l
ment industries in drilling, well workover :‘,‘ 3
completion operations both on land and
shore. With the acquisition of Sperry-Suf
Inc, NL has aiso moved into the large
rapidly growing directional drilling ml"“‘;:
Products and services include drilling "“.‘ed
mud logging, well workover fluids, applicd

rilling technology, diamond drill bits, di*
mond coring tools, shock absorbing
equipment rental, fishing tools and le‘l"'i“a
well logging, perforating and cutting, w¢
workover, maintenance and completion serv-
ices and treating chemicals. Equipment supP-
plied by Co. includes blowout preventers. cof-
trol units for blowout preventers and for othe?
subsea equipment, automatic d cont
offshore motion compensators, marine nsers
drilling valves and manifolds, mud processing
equipment, premium tubing connections. pre
mium_ casing connections and premum
threading. Co. also supplies hydraulic comp>
nents manufactured by third parties for petfo
leum exploration vehicles and other equip-
ment.

- Chemicate: Produces and supplies specialty
pigments, rheological agents, castor oil deriva-
tives and chemical specialties for use by plas-
tic, paint, ink, grease, pharmaceutical indus-
tri

es. .
Company is a leading producer of titanium
pigments which are used primarily by the
paint, paper and glutics industries. Sold un-
der “Titanox” and “Kronos™ trademarks, the
pigments impart whitening, brightening
opacxfyig power to many Knrodum. Co. 8
is engaged in the mining of ilmenite ores.

Other: NL's wholly-owned subsidiary, NLO.
Inc., is the contract operator for the U.S. De
partment of Energy of the uranium ore con
centration plant st Fernald, Ohio.

Through a 50%-owned affiliate, NL Pfo‘l
duces titanium metal sponge, ingot and mil
products for aerospace and industrial apphﬂé
tions, and specialty steels, wheels, axles an
elliptic rings for transportation and industrial
uses.

Dollar Ssles of Products (In millions):
1982 1981

980

Petroleumn Group. . 1,736.8 18991 12598
Chemical Group. ... 476.7 564.7 ss1.7
[

........ 22135 24638 18118

Total
{fRestated to reflect reclassification of results of

disc. oper,
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-PRINCIPAL PLANTS AND PROPERTIES

Chemicals Group
Bayonne, N.J. ordenham, West
Charleston, W.Va. rmany
Varennr?. Quebec Livingston, Scotland
TUgge-

Ghent, Belgium Sayreville, N.J.
F:ednksud orway  Paris, France
Leverkusen. West

Germany Fernald, Ohio

Petroteum Grou%
Houston, Tex. dC:lumbia
Broussard, La. Sao Paulo, Brazil
Bogota. Colombia Perth, Australia
Bangkok, Thailand Maracaibao,
Venezuela
Calgary, Canada ‘Trinidad, West
- Indies .
Rome, Ttaly Curacao,
Ne:lhilerhnds.
Lagos, Nigeria Benghazi, Lil
London, n.glmd Merak, West ava.
Salvador, Brazi eaunii orway
Singa uni, Japan
B s, 1 ﬁelzi m Jm:. Peru
Billere, La Paz, Bolivia
1982° caplu Expenditures amounted to
$306,148,000 ($293,924,000).
MANAGEMENT
Officers
R.C. Adam,

Chmn.
T.C. Rogers, Pres. & Chief Exec. Off.
INCOME ACCOUNTS

'Y

F.W, Montanari, Exec. Vice-Pres hem.
R.J. Hurley, Vice-Pres. & Gen. Counsel
R.E, Brooker, Jr., Vice-Pres.

WirimParicerriiceiioas.
W.F. Schultz, Vice-Pres., Operations er:
; peratioptdiy’

ces
M.L. Moore, Vice-Pres.—Empl. Rel.
W.H. Welch, Vice-Pres. ga
Jean-Pierre De Vieeaschou
.R. Slowik, Vice-Pres.o &
.R. Erikson, Vice-Pres.ga 5
Ilan Kluit.hal Vice—Pres —Fin.
.T. Rafferty, 'Sec.
. Watt, Treas.
J. Christenson, Asst. Treas.
W.P. Newhall, I1, Asst. Treas.
.hg. l{(hn'inglon, Asst, Treas,
V. Janny, Asst. Contr.
G.A. Paulson, Asst. Contr,
Oirectors
(Showmg Principle Corporate Affiliations)

Ray C. Adam, Chairman of the Boatd. N L In-
dustries, Inc.
Nicholas F. Brady, Chairman a.nd Managing
r, Dillon Read & Co., Inc.
Maurlcc F. Granville, Former Chairman and
Chief Exec. Off., Texaco Inc. fo¥(h
J. Paul Lyet, Former Chairman and Chief Ex-
ecutive Officer, The Sperry Corp.

Wililam A, Marquard, Chairman and Guef Ex-
ecutive Officer, American Standard In

Richsrd M. Paget, President, Cresap, McCor-
mick and Paget.

T.C. Rodgers, President & Chief Executive

? Off., NL Industries, Inc.

Herman J. Schmidt, Former ViceChuma.n.
Mobil Oil Corp.

e,.‘:vlce_p,“ € Cne® Robert G. Schwartz, Vice-Chairman, Metro-

politan Life Insurance Co.

Jack B. St Clair, President, St. Consulu.nts.
Inc,

Morris H. Wright, Advisory Director, Lehman
Brothers Kuhn Loeb Inc.

AblooTt

Auditors: Coopers & Lybrand.

Shareholder Relations: Joseph M. Garrison,-
Dir., Investor Relations. Tel: (212)621-9479.

Annus! Mesting: Fourth Wednesday in Apr.

No. of Stockholders: Dec. 31, 1982 (common),
49,125,

No. of Employees: Dec. 31, 1982, (approx.)
6,800,

Genera!l Office: 1230 Avenue of the Americas,
New York, NY 10020. Tel: (212)621-9400.

COMPARATIVE CONSOLIDATED INCOME ACCOUNT, YEARS ENDED DEC. 31

(in thousands of dollars)

1982 981 1980 - 01979
NetsaleS cooireicnnancannnns 2,213,820 2,463,828 1811497 1,465,404
ity in ptrtully-owned cos. 33,718 $1,034 33,443 16,853
ml er income (loss ,207) 21,802 (3,673) (623)
2,239,031 2,536,664 1,841,267 1,481,636
l 9 837 1,469,058 1,132,851 787
660 491,786 415,291 338,596
65:177 41,947 48,858
S 187 174" 4, 2,869
284,548 504,459 © 46,613 150,526
81,652 194,243 88,219 56,/
74,407 €r5,757 €19,279 dr1.952
(18,519  ...... sesess  masses
188,784 315,983 167,673 85,686
.................. (3%x26,257
188,784 315,983 167,673 111,943
1,018,683 761,814 641,447 $73,224
63,553 802 ST 42,993 39,407
4,313 4,313 4,313 4,313
end of ¥ ) 1,159,600 1,018,682 761,814 641,447
;%“ uted to reflect Dlsconunued Operations” in 1981. See General note (e) below.
[i)Cum. effect of change in 1979 of method of accounting for investment tax credit from deferral to Aow-through method. EqQual to $0.40 per com. sh.
nsolidated Statement of CIunges In Finan- Dispos. of fixed assets 34,216 23,647 - Intang. and other
eu%osmon. years ended Dec. 31 (in $000): [Lg.-tm.borrs. ....... 629 195,560 _non-curr. assets . . eeeee 191,728
1982 . 1981 nvat., net ...v.en.. 11, 6|5 (2452)
Source of funds: . -~ Proc. fromissv.of L., 241,381
{n¢. from contin. PO com.Btk, ....... . 3,876 3,896 Com. stk. 63,553 54,802
ODET. e ecrsnoaonse 2,896 310.226 Discontinued operati 4,313 4,313
and amort. A 134,588 98, from sale 102,658 6,381 pil , 148 293,924
. inc. taxes ..... 61,697 15,939 Other (loss on sale, i Retire. of pfd. stk ... 5000 = ......
Equ.ininc. of cap. expend., . Purch. of com. stk.
p., ially-own deprec., def. tax,, riTeas. ........ 108,589  ......
.............. (29,597) 21,000 etc.) ieeaeeanees (20,909) 4,182 Decr. in wkg. cap. fr. .
),ﬁnonly int, in S e oo __transladj........ 20,747 ......
inc. °ef‘.| maj. 973 3.259 A .e .ofl . ds ‘560,639 680,039 Other .............. 17,694 10,269
o8, ...... cation of fun:
o Acqg?shuons 526,044 604,689
Funds prov. from Pmp.. plant &
contin, opera. . 370,554 448,925 equip.(net)......  ...... 49,653 Incr.in work.cap. ... . 34,595 75,350
BALANCE SHEETS
COMPARATIVE CONSOLIDATED BALANCE SHEET, AS OF DEC. 3t
{Taken from reports to Securities and Exchange Commission)
(in thousands of dollars)

ASSETS 1982 1981 31980
Cash&equivalents ..........c.oviueens.. et e ettt et ettt et aeraeeetaarrae aarteaaateaaaeraaneaaann 52,185 26,732 21,378
((Notes & accounts receivable 403,328 459,877 370,138

aventories ........on.n 361,993 393,758 337,474
gp...d expenses ....... 9,501 12,469 9,770

Totsa! current aasets 827,007 892,836 745,3%4

fav. & adv. to partially-own. companies & other invest. 170,506 124,151 142,699
. plant & et}\upment ....................................... 1,572,754 1,361,579 1,036,995

[Less: Deprec. & depletion Teserve. .. ...ttt ittt ettt $28,406 . . 465,728 381.852
EL PTODETLY BCCOUNE o s i ittt tanesesvaeestostuaacassssaacssesssansossocnvescennsss 1,044,348 895,851 655,143

N p 232,264 240,480 58,378
9,504 145,152 147,776

2,283,629 2,298,470 1,749,347

yable. ..ttt e eesrtasetasareretneseteseannetruns By rarretcacntotnenroan 285,427 32,158 77,294

N ats payabled. | I LORORINON OO 110,120 119,056 96.599
Other current L T P 162,224 208,727 153,725
A T 69735 107,919 68,180

Tota! current abiiitles ............ 367,506 . 461931 395,798
Bonds paya ble .......... 554,953 498,979 303,419
Other noncurrent liab. ceee . 20,942 21,654 22,367
Deferred iNCOME X ..ottt ettt ettt ettt e et e ettt aa e 130,502 20,852 62,131
DT Lo L Lo 13,889 15,251° 11,992
Preferred stock ($100par) ... ..........0 e a s eeeentasseeaaarattearsabetanbotasantane Cerrrreanesoranns cee X 50,000 ,000
Common StOck {82.50 PAT) .« . oo ettt ittt ittt i it et et et e a e ves 83,328 83,068 82,816
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1. gecond preferred have full voting power.
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i, $1,000,000; par $100. Has first prefercn’ce :ns'to'nssefs and 7% cufnuinﬁve GIVIOCHUS. AVWe vesiuwese @ cave —
+preferred bave full voting power. Regu) “lividends paid quarterly, Jan. 1, etc., to stocv of record, Dee. 12, etc,
Loe 2y ﬁz}iona! Czndy Co., Inc. 79% cum. second preferred: Authorized, $2,006. ; outstandin§. §1.131.100; in /'M i
treesusy, $368,200; par $100. Has second preference as to sssets and 7% cumulative dividends. Not callab! ) :
g’lcgu!ar dividends paid quarterly, Jan. 1, etc., to stock of record, Dec. 12, etc. Cﬂ-

e. First and

3. HNational! Candy Co., Inc. common: Authorized, 240,000 shares; outstanding, 211,780 ghares; in treasury,
23,220 shares; no par (changed from $100, Oct. 7, 1927, four no par shares fssued for each $106 shere). Has one-quarter

thereafter to March, 1917; when 1% % was paid; Sept., 1917, 11:%; 1918, 6% ; 1919, 6% %; 1920 and
sonum; 1922 and 1928, 5% ; 1924, 6%; 1925 and 1926, 7%; March 16 and Sept. 7, 1927, 3% % each.
dends of 7% % in 1919; March end Sept., 1920, 5% each. Paid initial dividend of 43% cents on ng
1927; Jan,, 1928, 43% cents and quarterly thercafter to Jan. 1, 1930, incl.; Apr. 1, 1930, 50 cenjs
quarterly, Jan. 1, etc., to stock of record Dec. 12, etc.

Transfer Agent: Franklin-American Trust Co. St. Louis, Mo. Registrar: Mississippl Vall&
Ko. Al classes listed on St. Louis Stock Exchange and common quoted in New York. Numbe oL st
1529, 1st pref., 341; 2nd pref., 220; common, 1,273.

——) 2t
vote per share. Dividends paid on $100 par shares: 145¢ cach March 15 and Scpt. 15, 1910, and March 16, 1911; none / A /OE [ f

1921, 8%

RANGE : 1925 ¢ 2
y’i:;tt pfd.....  1094-104 1201 2-‘10( 11}-'1’071 1101132% 11‘0’-:1‘0
nd pfd.... "2- L 5] 105 -~ 96 107-100 104-100 107-10 - -
Common .. $4%~ 18 2131%~- 17 23~ 21% 92~ 90 106~ 83 -8 3 -11%
EPA Region Mook &
. Regionat Counset
NATIONAL LEAD COMPANY

History: Incorporsted under the laws of New Jersey, December 7, 1891. In 1906 contro] of the
ny was acquired, and early in 1907, &ncticnlly all the $1,500,000 €% preferred and §1,500,000 eoing
sguus Metal Co. was aequired. In March, 1910, acquiué an interest in the United States Cartridge Goy-o0f-Ix
Mass., consumer of lead and manufacturer of fixed ammunition. Owns entire cag;h] stock of Carter White Lead Co.,
of Chicago end Omaha. As of July 1, 1912, acquired entire capital stock of the Matheson Lead Co., which was subse-

ently dissolved. In addition to its numerous manufacturing plants the company maintains offices at the following
q?ace::: Detroit, Kansas City, Mo., Louisville, Milwaukee, Nashville, Tenn., New Orlcans, Omzhz, St. Peul and &t Charles-
tan. In addition The National Lead Co. of Californfa maintains branches st J.os Angeles, Portland, and Seattle.
EBranches located as follows: Atlantic branch, New York, N. Y.; Baltimore, Buffalo, Cleveland, Cincinnati, Chicago,
gt. Louis; John T. Lewis & Bros.’ Co., Philadelphia; E. W. Blatchford Co., Chfcn_go' E. W. Blatchford Co., New York;
§t. Louvis Smelting & Refining Works, St. Louis, ﬁo.; National lead & Ojl Co. of Pa., Pittsburg; National-Boston Lead
Co., Boston; National Lead Co. of Cal,, San Francisco, and Netional Lead Co. of Argentine, Buenos Aires. In 19819, pur-
chased the plant of Hirst & Begley Linseed Ca., of I!finois, at Chicago, manufacturers of linseed ofl. In 1920, the company
sequired entire ownership of the U. 8. Cartridge Co., manufacturers of shells and ammunition, and precision machinery
;:éu tools, and in 1926 sold machinery and equipment of this company. In January, 1921, the company purchased one-
$21f of the outstanding capital stock of the Titanium Pigment Co., Inc., Niagara Falls, N. Y. Manufactures virtually all
products of pig lead, including white lead, oxides, and kindred products; also linsced cil, linsecd oil eake end meal, and
smelts and refines lead. Company has an interest in the Patino Mincs & Enterprises Consolidated, Inc. (which see)
formed in July, 1924 to acquire Bolivian properties of the Estaiifera de Llallagua. In Apr., 1925 purchased plant and
tusiness of Metallurgical & Chemical Corp. with worke at Matawan, N. J. -

In 1927 company exercised its option to purchase the Titan Co. of Norway. Company also eoncluded an agreement
with Die Intercssengemeinschaft Farbenindustrie Aktienécscllschaft to manufacture and market in Germany and Central
Europe titanium pigments from the Norwegian ores. 1, G. Farbenindustrie A. G. and the company each own an interest
in Titafigesellschaft M. B. H. which has built & plant for the manufacture of titanium pigments et Leverkusen, near
Cologne, Germany. Acquired 2 substantial interest during 1927 in the Newton Die Casting Corp., of New Haven, Conn.
Number of employces, Dec. 31, 1929 (including all wholly-owned subsidiaries), 7,000.”

Subsidiaries: Corporstions in which National Lead Co. is interested through ownership of all or part of the capital ‘

well,

¢ /

ASSOCIATID LEAD MANUFACTURERS, LaD. NaTtioNaL Lzap Co. oF CaL: San_Fran- {aa Co. owns 7% of stock. Titan
England; National Lead owns 209 of cisco . (successor to fBa:s-Huetet nc. acquired the holdings of Nation
stock. - Paint Co.), manufacturers of white lead Lead Co. In Titangesellaschaft m. b. XK.,

BaxIr Carror O11, Co., New "Tork, manu- exides; slso mixed paints, vernishes, of Germany, The Socicté Industrie! éu
facturers of castor ofl, and paint specialties Titane of ce, and the patents for

caxter WHITE lrad Co., Chicago and NaTi0o8al Pioneats & Cnxwicar Co. Bt the manufacture of Titapjum products
Omsha, white lead corroders. Louls, mincrs and manufacturers of formerly held by Titan Co. A/S of

cincr Exraxsion Boly & ENGINEIRINOG "tes. Teeway.

ba
Co.. New York, manufacturers of ex- Nsw?ox Diz CasTing Corr,, New Haven, A/8, Fredrikastad, Norwsy,

lonl‘:olu.co Atlants, G Corgl. manufacturers of pressure dle wturers of titspium oxide pig-
GIoROlA AD e an %, MAnu- _casting.
tacturers of sheet lead, pipe gnd allo §7. Lovis Eurrring & Remsing Co., Bt Piouent Co., Inc, New York,
$HOWEST gonnwz Og.. Ke;s‘ nvke.!lorv;n.b e hl‘o\‘:’h. mincrs, smciters and refincers of -“— cturers of titastum oxide Pp&-
asts Comraxy, Inc., New York. brass ad. .
“?oundm. SoCi1ETE INDURTRIELLE DU Titane, Parls, B1ATES Carxtxiock Co., New York,
Kanioxal Lradp Co. or Cawapa, Lap.: France, manufacturers and distributors ~aufacturers of metallic and gporting
Company controls Canada 13etal Co., of titanlum oxide pigments. sammunition.
Ltd., Moyt metal Co. of Canada and Tiran Co., INC. Incorporated in Delaware TWiLLiams Harvry Corr., New York, smel-
Robertson Lead Mfg. Co. in 1929 n» a holding company. Natiogal ters and refiners of tia.
Products: Nations] Lead Co. either directly or through its subsidiaries manufactures the following products:
PatNTEns’ MATERIALE: White Irad, & - PrINTER®® RIETALS: lJdnotype metal, {des, potters’ coxides, storage bat ox-
and in ofi; red lead, dry and in ofi; ﬁ:\‘z monotlype metal, stereotype metal, electro- fdex, aikd
ting oil; colors, dry and in ofl; linsced ofl, type metal, MisceLLaxeorg LeaD PropucTE: Sheet
merican and Calcutta. raw, bollied, re- CANNERS® MATZRIALS: Bar solder, wire Jcad, glaziers’ jead, bar lead, Antimonlal
tned varnishmakers’, aolder. goldering flux, ribbon solder, tri- fead products, lead lined wvalves, lead for
BeARING MrTALS : Babbitt metals, frary aneular solder . architectural purposes, lead wool, lead
etal, presrure die castings. g N wire, jead sash weights, Plano key leads,
PLUMDBERS" RIATERIALS:  Lead pipe, Leap Oxipes: Red lead, litharge, or- cinch expansion bolts. .
plock tin pipe, tin-lined pipe. soldoring . ange mineral, glassmakers’ oxides, color- GeNERAL Propuers: Brown sugsr of
gux, leadamant pipe, lead traps and bends, malkers’ oxides, rubbermankers’ oxides, lead, white sugar of Jead, linseed oll cake
solder. varpishmakers' oxlides, enamelmakers' ox- and meal, castor oll.

Management: OFFiCERS: Edw. J. Cornish, Pres. and Chairman, New York; G. O. Carpenter, Vice-Pres., 5t
Louis; E. F. Beale, Vice-Pres., Philadelphia, Pa.; Evans McCarty, F. M. Certer, W, C. 'Beschorman, ice-Pres.; M. D. Cole,
Sec.; Cherles Simon, Treas.; Henry O. Bates, Asst. Sec.; H. T. Warshow, Compt.; H. W. Dickerson, H. O. Bates, Asst.
Compt.; Alexander & Green, General Counse], New York. Direcrors! E. J. ornish, New York; E. F. Beale, Philadel-

hie; G. O. Carpenter, J. A. Casclton, St. Louis; W. H. Croft, C. E. Field, Chicngo; Gustave W. 'I'bomﬁson Brooklyn;
E. D. Dorsey, St. Petersburg, Fla.; W. N. Taylor, Pittsburgh; Evans McCarty, W. C. Beschormsan, F. M. dartcr, ew
York; A. H. hrodrick, Newton, Mass.; H. G. Sidford, Msplewood, N. J.; F. W, Rockwell, Greenwich, Conn. ANNUAL
NeemiNG:  Third Thursday in Aﬁril at Jersey City. - N OFFICE: 111 Broadway, New York. Corrozate OF¥TICE:
% Exchange Place, Jersey City, N. J. .
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“—~""National Lead Co. to acquire the properti
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4310 . MOODY'S INDUSTRIAL MANUAL
’ NL INDUSTRIES, INC.
CAPITAL STRUCTURE Times
i \{ DEBT L Amount Our:es Eamed Interest Call
Rating Outsgtan 1981 tes Price 1982 19!

1. Debemunﬂés 1995 ..ovnnnnnrennn veeess A §44.498. J&D1S 2102.00 71345 84%, 65 - SI¥

2. Debenture ‘,.s. ........ vesene AN 100,501,000 &3 105.378 19'/3- 64 6 - 61
.3 On ), ‘yur extend. notes, 1987...... Al 000 & Al

4. Na:'[Lead subord deb., 4'/58. 1988 A2 8,978,000 {@Ex.26 [0 %] AkO .

S, Subsxdéal!;y debt . 19.433.«!) crecssan .

¢ D urdebt...... 9. cesssons

7. Commercial paper 3;2:325:% censsone

e aTOCK Par Amount ivs. per Sh, Call
\Mue Outstandi l'm 1982 981 i
oot OIS g i g gl By g g
2 mon.‘...........................‘.”.'c°.25 01766792‘2:: 3,12 6ltex 1.00 n.oo e 4 14V @18/&;-&'
o change, see text. (Prival placed. [$3Based on income from
operations. E:lndudu $0.35 paid prior to 2-for-1 split. EBMm 1-(0:-1 :;:mEE‘!l ”.“ln/.-u Ve contim
HISTORY In 1973 uﬁuind Triangle Service, !nc. t}ma ‘CeBo N.V Curscao (Netherh.ndi Antiles)
Incnrporated in New Jersey, Dec. 8§, 1891 as  an issuance 000 Co. treasury shs.

es
and business of various manufacturers of
et le, 'rnddu\d lc:udes of lead and onc‘h lead
rining snd smelting company, i ere-
for 149,040 shares of 79, ‘::un’:u nu)\:‘dm A
pre! ferred and 149,054 shires of common, both
o‘ 3100 pu value. Present name adopted Apr.

f‘or n uismom. mergers, eic., prior to
1955, see *s 1969 Industrial Manua).
Early in 195 n.cqmred Southern Screw Co.

manufacturer of

and steel screws with
pl;nt at Sutesvnlle.

N.C. Also acquired An-
r Screw

ucts Co. with a
l.os Ange es.

Apr. 6, 1939, issued 30,000 common
dnm in lcguu ition ol net assets of Gold-
smith Bros. elting Ref‘u'unii Co., proces-
sor of precious meuls and ed products
wm: gnnc:pd plant in Chicago; now operated

ivision until early 1974 when opeutions
vere discontinued.

In May o 1961 cqulrcd majority interest in
Metal Castings L Worcester, England, pro-
ducer of ;)uminum and :mc die casungs.

In 1962, acquired stock of Floating Floors §3.
Inc. (manufacturer and seller of dae-cut ele-
wvated flonrs and flooring systems) and formed
suhsuhunﬂ (Kronos itanfum _ Pigments
Led,) xhnd aad in Belgium (Chas. Tay-
lor Sons.
In 1964 l.cquired Ameriun Tansul Co., and
urchased 937, intetest in Schraubenfabrik

eusudl Goetz & Cie. G.mb.H., Neustadt,
“'en Germany.

In 1965, com lold SO% o! iu interest in
Canada Metal 8;'“ Ltd.

In Aug. 1907, n.cqulred Amos-‘rhompson
Corp. in exchange for 365,752 common shares.

In Feb. 1968 ac ulred assets of Cochrane
Foundry, Inc., Vot Pa., producer of alumi-
num, bronze and brass castings through ex-
cnange of stock.

Tn July 1968 acquired ﬁundn Brass &
Bronze Toledo, O.. manufacturer of
btimze bushfngs. bars and special

n Se|
of specultt\lr refractories for manufacture of
su.inless. oy and carbon steel.

- N+ 1068 scquired Edgar Plastic Kaolin
Lo, inc., Edgar, Fla., producer of kaolin clay
whnch is'u cer; c Industry for about

000 cornmon shares.

in Jan. 1969 -cquired 997 _of outstandi
shares of Lake View Trust & Savings Bank
Chicago (see Moody s Bank & Finsnce Manu.
d‘for $32,000,000

n Apr, 1969 agreed 10 acquire certain sssets
und assume certain liabilities of McCullough

Co. of Houstan sand Los eles for
lbout $7,500.,000. McCullough provides com-
Elelt wire line services in oll fields of U.S. and

Se& 1969. acquired Jonathan Manufac-
tunnc ) for about 136,000 company
common shues nn onathan md sub-

sidiaries produce sluminum and stee! preci-
sion parts. and provide m finishing serv-
ii::’s primarily for the electronic and aerospace

ustries

In Feb., 1970, stockholders of Baker Castor
0il Co. (ﬁ. J.). & lubsndmry. ;Q%roved Nation-
sl's acquisition of remaining % outstanding
lhares Transaction is subject to favorable tax

ruli
In June 1970 acquired Regal Molds Inc.,
0, O., tool & die shop for 7,825 Co. com.

Tol

In 1971, acquired remaining_ outstanding
stock of Morris P. Kirk & Son Inc. and out.
sundmg prefervred stock of Nationa! Lead
Co.. S.A. (Company owns all outstanding
common stoc!

Also duni n; 1971, Company sold French
snd Auun ian mlnullcturing subsidiaries of N
Hoyt Mewsl Co, of Great Bntsin Litd. §
vestments in_ Colver S, p.A. and Aluminum
Masatch Plate Corp.

In Now. 1972, acqmred Nuclear Radiophar-
maceutica! Corp. and
!nr. lrom Cambridge Nuclear Corp., for

© w157 arqvired Bell Clay Co, thru an ex-

use in Oiltools Inc.

pL. 1968 acquired Synrox, Inc., maker gther 4

ts in- NL I

Reactor Laboratories, Ba

In 1974 scquired Wilson-Snead Mining

Company Inc. thru an issuance of 33,000 Co

treasu
On )7::. 23, 1976, sold Lake View Trust and
vings Bank f orxzo,s ,000 in cash and
$10,000,000 in 10 yr. not
In Dec. 1976, :old Dutch Boy Paints Divi-
don to ELT, Inc
On Jan. 18, 1077. merged Rncker Co in ex-
du e for 8,187,366 Co. commo
t. 1977 scquired Ashton SULIy Co.,
lnc. in exchange for 29,884 Co
In Mar. 1978 ltquired Ste\vnn & Stevenson

1,000,000 In plus as-

sumption of "$8,000,000 in liabilities.

In May 19578 so\d Metal Castings Doehler
Ltd. to Lesn e’y Products & Co.

In Dec. 1978, acquired oil well tefvidnx
T e I N

[t roleurs produ
. -
n

an. 1979, sold Pioneer Aluminum, Inc.
for §12,000,000.

Durinz 1979 scquired Basin Su lnc.
lnd Petro- erg. for 379,669 m

in l979 sold Its remaining recycled lead fa-
dh(iu {0 various purchasers.

In Nov. 1979 s0ld thrce Argentine subsidtar-
jes, National l&ud S.A.; Industrias Deriplom,
S.A and Connda S.A. to an Argentine inves-

ln Nowv. 1979 sold Titanium Alloy Mznu-
facturing an Australian subsidiary to
Utah Mmmz Austnlu Ltd. for $19,000,000.

In 1980, sold NL Magnesium for approx.
soooooooo

In Apr. 1981, acquired Sperry-Sun, Inc. for
£252.34 O.MIn

In Nov. 1982, so!d its Metals division to
Farley Metals, Inc.

Joint Venture: In May 1977 Co. lorrned &
Joint wventure oil lndust?r r products
mnmzlacturin company n)npun um.h ‘Teijin
Lt Tok yo. . said il has & $17 interest ln

the $10,000,000 firm, with Teijin gxoldms

or

lt}x Functions as both an operating and & hoid-
A.cm ‘ool

O~
SUBSIDIARIES AND AFFILIATES
t ted
 comptny Swning 10073 (zcgpL as noted)
NL Atlas Bradford
ll:T,L Baroid

Aml alia Pt I-ld (907 )

ustr: »

of (':&n f °
Chemicals Products,

Led.
I

S.A.

Baroid International, S.p
Baroid Minera Boliv Lmuuda
Baroid of Nigeria, (!
Baroid Pigmina lndustnale mmercial, S.A.
Baroid de Venezuela, S.A. ( )
NL-Baroid Minerals. Inc. (c
N L-Baroid (Csmerocn) .A.Rt

L Overseas Servi rg (Enzland)
NL Petroleum Services (Far East), Ltd

N{ F:ttolcum Services (U.K.) Ltd.
L Rucker Products, Ltd.
orsk Petroieum Serv ces A/S (Norway)
Perubar, S.A. (Peru) (67%)
-&a_an) (51%)

NI.-Teijin Co., Ltd. (
nternational Inc.
Russell Attitude Sy su-m: Ltd (England)
Abu Dhaln Dnllmg Chemicals and Products,
Ltd. (United Arab Emirates) (25%)
Caribbean, Ltd. Ccymn Islands}

5077
n%:oogtyf :(Snudi Arabis). Ltd. (Saudi Arahia)

20 T rta s Eato v

(Sm-

roid

o (L al TR F P )

L\'g an Barold Co., Ltd. (Libyz) (49%%)
P.'l'yB;toid Indonesia (West J’ ava) (¢9%)

Endeavor, Ltd. (Thailand) (€¢9%)
NI Chesmicats °

Abbey Chemicals Limited (Scot.h.nd) (709%)
Bemone-Chunle GmbH ( Germany)

NL C‘xemicull S.A./
Chemi is UK, Limited ted King-

Societe Industrielle du Titane, SA (Fraunce)

'n AIS (Nomy)

%I&Onilnc. &(en}s Corporstion ©f Americs

o)
imet Division, Pittsburgh, Pennsylvanis
Standard Steel Division, Burnham, Penn-
sylvanis

BUSINESS & PRODUCTS
mpw‘ and its consolidated subsidiaries
produce & broad line of products and services
which are Touped into two major product ar-
eum services and cbem cals. These
producu and services are used by many in-
dustries including aerospace. . sutomotive,
emical, construction, furniture. natural gus.
pa.im. petroleum plastics, ru and trans-
portation lndust es. .
o y's principa! products are as fol-

A 4 H

Pstroleum Services: Co.

lupp!ia a wide
range of

ucts sérvices and eq fmem for
use by oil and gas exploration an:
ment industries in @rilling, well workaver -.nd
completion operations both on land cnd of!-
shore. With the acquisition of Sperry :
Inc., NL has also moved into t.he Iarge
rapidly growing directional drilling market.
Products and services include drilling mu
mud logging, well workover fluids, ap
drilling technol . diamond drill bits, dis-
mond coring shock absorbing tools,
equipment rental, ﬂthm; tools and services,
well logging, perforsting and cutting, well
wotkover. maintenance and completion serv-
ces and treating chemicals. EQuipment sup~
pbed Co. indudec blowout preventers, co0-
1 lor blowout preventers and for other
equi t. & matic con
oﬂshore moﬁon compensators, marine risers,
drilh.nx valves and manifolds, mud processing
equipment, pr tubing ctions,
mium  casing connections and premium
threading. Co. also supplies hyduuhc compo-
nents manufactured by thi puﬂes for petro-
leum exploration wehicles and other equip-
ment.

Chemicals: Prod and supplies lpecil.lty
pigments, rheological agents, castor oll deriva-
tives and chemical speculﬁes for use by ph-i-
tic, paint, ink, grease, pharmaceutical indus-
tries

1,

Cornpany is & leading producer of dumum
ents which &re used primarily bly
paint, paper and glasﬂcs lndu:tnes Sold un-
der “Titanox" and “Kronos™ trademarks, the
pigments impart whitening, brightening and
op-ntytns gower to mn roducts. Co. tlso

iz engage: the mining o enite ores.

Other: NL's wholly-owned subsidlub N LO.
Inc., is the contract operator for the
pnnment of Ener;; of the uranium ore con
ceniration plant at Ohio.

Through & S(.%-ovmed ‘affiliate, NL pro-
duces titanium metal sponge, ingot and
products for acrospace and industrial applica-
tions, and specialty steels. wheels, axles and
elliptic rings for transportation and industrial
uses.

Dotisr Salesof Prodm:u (In millions):

1981 [C1980
Petroleum Group. . 1,730.8 1.899.1 .1591
Chemical Group. .. ‘16,7 [TV ] $81.7

-
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- PRINCIPAL PLANTS AND PROPERTIES

Chemicats Group
Bayonne, N Nordenlu.m West
curlenon .V;.
Varennes, Livlnxston. Scotlsnd
g A " Sayreville, NJ.
ont, . e,
rrednk stad, my Paris, France

Leverkusen, Wat
Germany

MncDonnell Roehm, Jr., Exec. Vice-Pres.
Montanari, Exec. Vice-Pres.—Chem.

R E Hutley. Vice-Pres. & Gen. Counsel

Brooker, Jr., Vice-Pres.

W E. Parker, jce-Pres.

W.F. Schultz, Vice-Pres., Operations & Serv.

{ces .
M.L. Moore, Vice-Pres.—Empl. Rel.
W,H. Welch, Vice-Pres.

Richard M. Paget, President, Cresap, McCor-

mick and Paget.

7.C. Rodgers, President & Chief Executive
Off., NL Incustries, Inc.

Merman J. Schmidt, Former Vie&@nhm-n
Mobil Oil Corp.

Fernald, Ohio Jéan-Pierre De Vieeschouwer, Vice-Pres. Robert G. Schwartz, Vke-Chﬂmun. Metro-
Petroleum Group % %oi::k V{Ic‘cc-el’m politan Life Insurance Co.

! ‘Houston, Tex. Brlush Coiumbh. Yian K:uf ,c;_!pm'” —Fin. deck B. St Clalr, President, St. Consultants,

nrouu ré'ol ubh g;g‘iaulo.sruﬂ ’!I‘_! &f{{:" (oes Inc.

: Bogo! om e Aus . . Morrie H. Wright, Advisory Director, Lehman

kok, Thailand 3 . Christenson, Asst. Treas, Yy .
Reneko MVemzueh wW.P. Newhnn. 11, Asst. Treas. Brothers Kuhn Loeb Inc.
ha Calgary, Canada dad, West .M. Hi . Asst, .
i Rome, Italy c&n ey : ‘!;JKenne;k” éom:
racao, AN L.
Nether . E.A. Paulson, Asst. Contr.

! tilles Libya Dicectors - Auditors: Coopers & Lybrand. -

donNgnchnd &:r‘;k. West fgv. (Shovdnz Prindple Corporate Affilistions) Shareholder Relations: Joseph M. Garrison,*

slvador, Brazit esund, Norway Ray €. Adam, Chairman of the Bourd. NL In- Dir., Investor Relations. Tel: (212)621-9479.

' pore; RS, wakuni, Japan dustries, Inc.

Basech, Belgtum .Peru’ Nicholus F. Brady, Chairman and Managing  A""08! Meeting: Founth Wednesday in Apr.

U s Caoral Exoenatimes amoumted to Director Dillon Read & Co. Iac. M. of Stockhoiders: Dec. 31, 1982 (common),

* £306,168.600 ($293.924,000). b ¥. Grenvitie, Former Chairman and 45,125,

Chief Exe E"‘ Off., Texaco Inc. No. of Empioyess: Dec. 31, 1982, (approx.)
MANAGEMENT J. Paut Lyst, Former Chairman and Chief Ex- ¢ 800,
: Officers ecutive ﬁcer. The Sperry Corp.

I g.c. Adsm, Chmn. . Witlam A. Marquard, C‘hdrmn and Chief Ex- _ Goenersl Offics: 1230 Avenue of the Americas.

' .C. Rogers, Pres. & Chief Exec. Off. . ecutive Officer, American S New York, NY 10020. Tel: (212)621-9400,
WNCOME ACCOUNTS : -

' COMPFPARATIVE CONSOLIDATED INCOME ACCOUNT, YEARS ENDED DEC. 31

;, {in thousands of dollars) 1982 1981 1979
 ° BRI e retiererenrieraeaen eeaae 2213530 2453028 S’u.&w 'n.qjgs.q
e Y- CWReC OB s s vvacee ssessnccevesas Ry evevennss sescesocscrnnsne S

!. BouE) <veriensnns revvrsnnseeaaaana. teetiteseseneeteseensesteseestane (8,307) 21802 (s.cm (‘ﬁfv
2,239,031 1.841.267 1,421,636

ofgoodssald.......... terrteccsrranatannens reerenoos teeenseasanne ceesssrracenana 1,419,237 1,469,058 1132 ©40.787
. ing. gen.and admina. ... 5.oiiiiilllilll ol eeaee erniieeseereceseeseanareann, . 462,660 “3:. us'.;';x )

o $1 esecesscecescnrnscantrsrccssnranascannnes seeratsesoranse tsescssecsssncstaratene 66,799 6S,137 41,547 43,858
- vesesssaes eevtssasnsnrennos 3,187 6,174 4565 2,869
2 ln:.lromeondnu.opabdinc.mo ..... cereesirenanasasane cetsecnnvanatonsshnsees 548 $04,459 : 613 150,526

] 2 on for in:. tazes Lo W erearrerareieaneaan ererevereeannaren PRSI 81452 194,243 . :ng‘.; 19 dgiﬁ
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I, The Seaorstary of State of the State ot
New Jersey, DO HEREBY CERTIFY that the (pregoing is a true

copy of GERTIFICATE 0F f it o TR

and the endorsements thereon, as the same is taken from and
compared with the original fited inmy ofiice on thie 67 day
of AD. /990  anjagwremeainingonfileand
of fecord’therein.

N TESTIMORY WHERECF, | have
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Otfficial Seal &t Trenton, thisday 7%z
of JpZbee ,AD. 1992
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NL INDUSTRIES, INC. F I L E D

AMENDED AND RESTATED CERTIFICATE OF INCORPORATION
A

\ JUL 26 1990
ARTICLE I
N JOAN HABERLE
. AME Secretary of State
The name of the corporation is “NL INDUSTRIES, INC.” (the “Corporation”). O6397263
ARTICLE I

LOCATION OF OFFICE AND REGISTERED AGENT

The address of the Corporation’s current registered office in the State of New Jersey, as of the date
of this Amended and Restated Certificate of Incorporation, is 28 W. State Street, Trenton, New Jersey
08608. The name of its current registered agent at such address, as of the date of this Amended and
Restated Certificate of Incorporation, is The Corporation Trust Company.

ARTICLE II1
CORPORATE PURPOSE

The purpose for which the Corporation is organized is to engage in any activity within the

purposes for which corporations may be organized under the New Jersey Business Corporation Act
(the “Act”).

ARTICLE IV
AUTHORIZED CAPITAL STOCK

The total authorized capital stock of the Corporation is one hundred fifty-five million
(155,000,000) shares, of which one hundred fifty million (150,000,000) shares shall be common stock
(hereinafter called *Common Stock”), with the par value of $.125 each, and five million (5,000,000)
shares shall be preferred stock (hereinafter called “Preferred Stock™), without par value.

A. Common Stock. Subject to the provisions of any series of Preferred Stock which may at the time
be outstanding, the holders of shares of Common Stock shall be entitled to receive, when and as
declared by the Board of Directors out of any funds legally available for the purpose, such dividends as
may be declared from time to time by the Board of Directors. In the event of the liquidation of the
Corporation, or upon the distribution of its assets, after the payment in full or the setting apart for
payment of such preferential amounts, if any, as the holders of Preferred Stock at the time outstanding
shall be entitled, the remaining assets of the Corporation available for payment and distribution to
shareholders shall, subject to any participating or similar rights of Preferred Stock at the time
outstanding, be distributed ratably among the holders of Common Stock at the time outstanding. Each
share of Common Stock shall be entitled to one (1) vote, on a non-cumulative basis, at all meetings of
shareholders, and shall have no preference, conversion, exchange, preemptive or redemption rights.

B. Preferred Stock. The Board of Directors is hereby expressly authorized, to the full extent now or
hereafter permitted by the laws of the State of New Jersey, at any time, and from time to time, to
provide for the issuance of some or all of the Preferred Stock in one or more series, with such voting
powers, full or limited, or without voting powers, and with such designations, preferences and relative
participating options or other special rights, and qualifications, limitations or restrictions thereof as
shall be stated and expressed in the resolution or resolutions providing for the issue thereof adopted by
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the Board of Directors, including (without limiting the generality thereof) the following as to each
such series: )

(i) the designation of such series;

A

(ii) the dividends, if any, payable with respect to such series, the rates or basis for
determining such dividends, any conditions and dates upon which such dividends shall be payable,
the preferences, if any, of such dividends over, or the relation of such dividends to, the dividends
payable on any other class or series of stock of the Corporation, including the imposition of
restrictions or limitations on dividends payable with respect to any other class or series of stock of
the Corporation, whether such dividends shall be non-cumulative or cumulative, and, {f cumula-
tive, the date or dates from which such dividends shall be cumulative;

(iii) whether shares of Preferred Stock of such series shall be redeemable at the option of the
Corporation or the holder or both or upon the happening of a specified event or events and, if
redeemable, whether for cash, property or rights, including securities of the Corporation, the
time, prices or rates and any adjustment and other items and conditions of such redemption;

(iv) the terms and amount of any sinking, retirement or purchase fund provided for the
purchase or redemption of Preferred Stock of such series;

(v) whether or not Preferred Stock of such series shall be convertible into or exchangeable
for shares of another class or series, at the option of the Corporation or of the holder or both or
upon the happening of a specified event or events and, if provision be made for such conversion or
exchange, the terms, prices, rates, adjustments and any other terms and conditions thereof;

(vi) the extent, if any, to which the holders of the Preferred Stock of such series shall be
entitled to vote with respect to the election of Directors or otherwise, including, without
limitation, the extent, if any, to which such holders shall be entitled, voting as a series or as a part
of a class, to elect one or more Directors upon the happening of a specified event or events or
otherwise;

(vii) the restrictions, if any, on the issue or reissue of Preferred Stock of such series or any
other series; and

(viii) the rights of the holders of the Preferred Stock of such series upon the termination of
the Corporation or any distribution of its assets.

Before the Corporation shall issue any Preferred Stock of any series, the Board of Directors shall
adopt a resolution or resolutions fixing the voting powers, designations, preferences and rights of such
series, the qualifications, limitations or restrictions thereof, and the number of shares of Preferred
Stock of such series, and appropriate documents shall be executed and filed as required by law.

Unless otherwise provided in any such resolution or resolutions, the holders of the series so
authorized shall have non-cumulative voting rights (to the extent such series has any voting rights)
and shall have no conversion, exchange, preemptive or redemption rights. Unless otherwise provided
in any such resolution or resolutions, the number of shares of Preferred Stock of the series authorized
by such resolution or resolutions may be increased or decreased from time to time (but not below the
number of shares of Preferred Stock of such series then outstanding), and the number of shares of
Preferred Stock specified in any such decrease shall be restored -to the status of authorized but
unissued shares of Preferred Stock without designation as to series.

C. $8.625 Preferred Stock, Series A, Designation. There is hereby crested a series of Preferred Stock
of the Corporation, designated “$8.625 Preferred Stock, Series A”, and consisting of 500.000 shares, and
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the powers, preferences and relative and other special rights and the qualifications, limitations and
restrictions thereof are hereby fixed as follows: -

(i) Dividends. The annual dividend rate of the $8.625 Preferred Stock, Series A, shall be $8.625 on
each outstanding share of such stock, and no more. Dividends on shares of the $8.625 Preferred Stock,
Series A, shall be payable, when and as declared by the Board of Directors in accordance with this
Article IV, on the earliest of the January 31, April 30, July 31 or October 31 next succeeding the date
said shares gre originally issued, pro rata for the period commencing on the date said shares are
originally issued and ending on said date, and thereafter quarterly on such dates in each year; and such
dividends shall sccrue and become cumulative from such date of original issuance. Such dividends
shall be paid to the record owner of such shares on the stock register of the Corporation on the
ffteenth day of the month in which such dividends are to be paid. A dividend on account or in full for
errears for any past dividend period may be declared and paid st any time, without reference to any
quarterly dividend payment date, to shareholders of record on such date, not exceeding 45 days
preceding the payment date, s may be fixed by the Board of Directors. To the extent that the amount
paid at any time or from time to time on the shares of §8.625 Preferred Stock, Series A shall be less than
the total amount due and payable on such shares, such amount shall be paid pro rata to each record
owner of such shares in the proportion that the total number of such shares owned bears to the total
number of shares of the $8.625 Preferred Stock, Series A then outstanding.

(if) Voting. The holders of the shares of the $8.625 Preferred Stock, Series A, shall not, except as
otherwise required by law or as set forth herein, have any right or power to vote on any question or in
any proceeding or to be represented at or to receive notice of any meeting of shareholders. On any
matters on which the holders of the $8.625 Preferred Stock, Series A, shall be entitled to vote, they
shall be entitled to one vote for each share held.

If, however, and whenever, at any time or times, six dividends payable on the $8.625 Preferred
Stock, Series A, shall be in arrears in part or in full or mandatory purchase retirements herein required
‘for the $8.625 Preferred Stock, Series A, shall be in arrears in an aggregate amount equivalent to two
full annual mandatory purchase retirements, or the outstanding shares of any one or more other series
of the Preferred Stock upon which like voting rights may be conferred (by reason of dividends payable
on or mandatory purchase retirements required for the shares of such other series being in arrears)
shall then have the right to elect one or more directors of the Corporation, the outstanding $8.625
Preferred Stock, Series A, shall have the right, voting separately as a class with the shares of any such
one or more other series of the Preferred Stock upon which like voting rights may be conferred, to
elect two directors of the Corporation, which right shall continue until such time as (a) all dividends
on the $8.625 Preferred Stock, Series A, and on any and all other series of the Preferred Stock upon
which like voting rights shall have been conferred shall have been paid or declared and set apart for
payment for all past quarterly dividend periods and for the then current quarterly dividend period, and
(b) all mandatory purchases herein required for the $8.625 Preferred Stock, Series A, and all
mandatory purchases, if any, required for any and all such other series shall have been wholly made
good, at which time the right of the §8.625 Preferred Stock, Series A, and of such other series to vote
and to be represented at and to receive notice of meetings shall terminate, subject to revesting in the
event of each and every subsequent default of the character and for the time in this paragraph above
mentioned. Anything in Article VIII of this Amended and Restated Certificate of Incorporation to the
contrary notwithstanding, directors elected by the holders of the $8.625 Preferred Stock, Series A, and
eny such other series shall not be classified in respect to the time for which they shall hold office and,
except as specifically otherwise provided herein, such directors shall be elected annually at the annual
meeting of the shareholders of the Corporation. )

At any time when such voting power shall become vested in the $8.625 Preferred Stock, Series A,
and any such other series, as herein provided, the number of directors otherwise constituting the
Board of Directors of the Corporation shall #pso facto be increased by two so long as such voting power
shall be so vested, and a proper officer of the Corporation shall call a special meeting of the holders of
the $8.625 Preferred Stock, Series A, and any such other series for the purpose of electing such
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directors. Such meeting shall be called upon the notice required for annual meetings of shareholders
‘and shall be held at the earliest practicable date at the place at which the last preceding annual
meeting of the shareholders of the Corporation was held, but may be held at the time and place of the
annual meeting if such annual meeting is to be held within 60 days after such voting power shall be
vested in the $8.625 Preferred Stock, Series*A, and any such other series. If such meeting shall not be
called by a proper officer of the Corporation within 10 days after personal service upon the Secretary
of the Corporation of a written request therefor of the holders of record of at least ten percent (10%)
of the total number of shares of the §8.625 Preferred Stock, Series A, or within 10 days after mailing
such request within the United States of America by registered or certified mail addressed to the
Secretary of the Corporation at its principal office (such mailing to be evidenced by the receipt issued
by the postal authorities), then the holders of record of at least ten percent (10%) of the total number
of shares of the §8.625 Preferred Stock, Serfes A, and of any end all such other series then outstanding

. may designate in writing one of their number to call such meeting, and such meeting may be called at

the expense of the Corporation by such person so designated upon the notice required for annual
meetings of shareholders, or such shorter notice as may be acceptable to the holders of a majority of
the shares of the §8.625 Preferred Stock, Series A, and any and all such other series then outstanding,

" ‘and shall be held at the place at which the last preceding annual meeting of the shareholders of the

Corporation was held, or such other place as may be acceptable to the holders of a majority of the
shares of the $8.625 Preferred Stock, Series A, and any and all such other series then outstanding. Any
holder of $8.625 Preferred Stock, Series A, or of any such other series so designated shall have access to

the stock books of the Corporation for the purpose of causing such meeting to be called pursuant to
these provisions.

At any meeting so called, and at any other meeting of shareholders held for the purpose of
electing directors at which the $8.625 Preferred Stock, Series A, and any such other series shall have
the right, voting separately and as a class, to elect directors as aforesaid, the presence in person or by
proxy of one-third of the total outstanding shares of $8.625 Preferred Stock, Series A, shall be sufficient
to constitute 2 quorum for the election of any director by the $8.625 Preferred Stock, Series A, and any
such other series, as a class.

If at any such meeting or adjournment thereof a quorum of the $8.625 Preferred Stock, Series A,
shall not be present, the gbsence of such quorum shall not prevent the election of any directors to be
elected by the holders of other classes of stock entitled to vote, but & majority of the holders of the
$8.625 Preferred Stock, Series A, and any such other series present in person or by proxy shall have the
power to adjourn the meeting for the election of directors which they are entitled to elect, from time
to time, until a quorum of the §$8.625 Preferred Stock, Series A, and any such other series is present at
such adjourned meeting. ‘

Upon any termination of the right of the holders of the §8.625 Preferred Stock, Series A, and any
such other series to vote for the directors as herein provided, the term of office of any directors
theretofore elected by such holders and then in office shall terminate.

During any period in which the holders of the $8.625 Preferred Stock, Series A, and any such other
series have the right to vote for directors as herein provided, any vacancy occurring among the
directors elected by such holders shall be £lled at & special meeting of such holders called for such
purpose as aforesaid.

(i51) Restrictions on Junior Stock Payments. So long as any of the $8.625 Preferred Stock, Series A,
is outstanding, the Corporation will not declare any dividend (other than a dividend payable in
Common Stock of the Corporation) on any class of Junior Dividend Stock and will not make any other
Junior Stock Payment unless, after giving effect to the proposed Junior Stock Payment, all of the
conditions set forth in the following subparagraphs (a), (b) and (c) shall exist at the date of
declaration in the case of & dividend, or at the date of setting apart money therefor in the case of any
mandatory purchase or other analogous fund, or at the date of payment or distribution in the case of
any other Junior Stock Payment (each such date being herein called a “Junior Stock Payment Date™):
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(a) all dividends on the $8.625 Preferred Stock, Series A, for all past quarterly dividend
periods shall have been paid and the full dividend thereon for the then current quarterly dividend
period, shall have been paid, or declared and provided for in cash, United States Treasury Bills or
Notes, or other obligations the payment of which is guaranteed by the United States, sufficient for

the payment thereof; A

(b) all mandatory purchases herein required for the 88.625 Preferred Stock, Series A, for all
past annual retirement periods shall have been made, and the full mandatory purchase required
for the current annual retirement period shall have been made, or declared and provided for in
cash, United States Treasury Bills or Notes, or other obligations the payment of which is
guaranteed by the United States, sufficient for the payment thereof; and

(c) the sum of Junior Stock Equity shall be equal to at least 175% of the sum of the value
upon involuntary liquidation of all shares of the $8.625 Preferred Stock, Series A, and Parity
Distribution Stock and Prior Distnbuhon Stock, all computed in accordance with generally
accepted accounhng principles.

No dividend shall be paid on the shares of any series of Parity Dividend Stock in respect of any
quarterly dividend period unless (1) dividends for all past quarterly dividend periods on the $8.625
. Preferred Stock, Series A, shall have been paid and (2) the full current dividend shall simultaneously

be paid on the shares of the $8.625 Preferred Stock, Series A, or shall have been declared and provided
for in cash, United States Treasury Bills or Notes, or other obligations the payment of which is
"guaranteed by the United States, sufficient for the payment thereof. At any time when dividends on the
$8.625 Preferred Stock, Series A, shall be in arrears and shall also be in arrears on any other class or
series of Parity Dividend Stock any payment in respect of such dividends shall be made ratably in
proportion to the amounts which would be payable on said shares if all cumulative dividends acerued
thereon to the date of the then current dividend payment in respect of the $5.625 Preferred Stock,
Series A, were declared and paid in full.

(iv) Mandatory Purchases. As a mandatory purchase for the retirement of the shares of $5.625
Preferred Stock, Series A, the Corporation, on October 31, 1962, and on each October 31 thereafter to
and including October 31, 1990, so long as any such shares are outstanding, will redeem 50,000 such
shares (or all such shares outstanding on any such October 31, if less than 50,000), and on October 31,
19891 (if any such shares remain outstanding) will redeem all such shares then outstanding, in each case
at the mandatory purchase price of $100 per share plus an amount equal to accrued and unpaid
dividends thereon (herein referred to as the “mandatory purchase price”).

Any optional redemption of shares of $8.625 Preferred Stock, Series A, pursuant to subparagraph
(v) bereof, or any purchase or other acquisition of any such shares by the Corporation, shall constitute
a retirement of such shares in lieu of or as 2 credit against any mandatory purchase required by this
subparagraph (iv) in the inverse order in which such purchase requirement falls due.

(v) Optional Redemption. The shares of $8.625 Preferred Stock, Series A, may also be redeemed at
the option of the Board of Directors as follows:

(a) up to but not exceeding 50,000 such shares may be redeemed on October 31, 1982 and on
each October 31 thereafter, in addition to shares then to be redeemed for mandatory purchases
pursuant to subparagraph (iv) hereof, at the mandatory purchase price hereinabove specified,
which redemption privilege shall be non-cumulative so that. if not exercised on any such date, the
Corporation may not on any succeeding October 31 thereafter exercise such redemption privilege
to the extent not theretofore exercised; and :

(b) such shares may be redeemed in whole at any time or in part from time to time at the
following redemption prices per share, plus in-each case an amount equal to accrued and unpaid
dividends thereon (the total sum so payable on any such redemption being herein referred to as
the “optional redemption price™);
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if redeemed on or before October 31, 1978, $108.625 per share;

if redeemed after October 31, 1978, but on or before October 31, 1979, $107.961 per share;
if redeemed after October 31, 1979, but on or before October 31, 1980, $107.298 per share;
if redeemed after October 31, 1980, but on or before October 31, 1981, $106.634 per share;
if redeemed after October 31, 1981, but on or before October 31, 1982, $§105.971 per share;
if redeemed after October 31, 1982, but on or before October 31, 1983, $105.307 per share;
if redeemed after October 31, 1983, but on or before October 31, 1984, $104.644 per share;
if redeemed after October 31, 1984, but on or before October 31, 1985, $§103.980 per share;
if redeemed after October 31, 1985, but on or before October 31, 1986, $103.317 per share;
if redeemed after October 31, 1986, but on or before October 31, 1987, $102.653 per share;
if redeemed after October 31, 19887, but on or before October 31, 1688, §101.990 per share;
if redeemed after October 31, 1988, but on or before October 31, 1989, §101.326 per share;
if redeemed after October 31, 1989, but on or before October 31, 1990, $100.663 per share; and
if redeemed after October 31, 1990, $100.00 per share; :

provided, however, that prior to October 31, 1986 no shares of the $8.625 Preferred Stock, Series A,
may be redeemed pursuant to this clause (b) if such redemption is part of or in anticipation of any
refunding involving (1) the receipt of borrowed funds and the funds are obtained at an interest cost to
the Corporation, computed in accordance with accepted financial practice, of less than 8.625% per
annum or will have a shorter average life to maturity than the $8.625 Preferred Stock, Series A, or (2)
funds representing the proceeds of the issue or sale of any class of shares of the Corporation entitled to
priority as to dividends or assets over any other shares, and the funds are obtained at a dividend cost to
the Corporation, computed in accordance with accepted financial practice, of less than 6.625% per
annum or will have a shorter average life to maturity than the §8.625 Preferred Stock, Series A.

Notice of every mandatory or optional redemption shall be mailed by registered mail not less than
30 nor more than 60 days in advance of the date designated for such redemption (herein called the
“redemption date”) to the holders of record of the shares of such stock so to be redeemed at their
respective addresses as the same shall appear on the books of the Corporation. In case of any
redemption, whether mandatory or optional, of a part only of the shares of $8.625 Preferred Stock,
Series A, st the time outstanding, such redemption shall be made pro rata as nearly 2s practicable,
gccording to the number of shares held by the respective holders, with adjustments to the extent
practicable to equalize for any prior redemptions, and otherwise in such manner as the Board of
Directors may determine, provided that only full shares shall be selected for redemption.

The term “accrued and unpaid dividends™ shall mean a sum equal to $8.625 per share per annum
from the date from which dividends are payable on the shares of §8.625 Preferred Stock, Series A,
accrued to the redemption date, calculated on the basis of a year of 365 days, less the aggregate amount
of all dividends theretofore paid thereon.

(vi) Non-surrender of Redeemed Shares. If, on the redemption date, the funds necessary for such
redemption shall have been set aside by the Corporation separate and apart from its other funds in
trust for the pro rata benefit of the holders of the shares so called for redemption, then, notwithstand-
ing that any certificates for shares so called for redemption shall not have been surrendered for
cancellation, the shares represented thereby shall no longer be deemed outstanding, the right to
receive dividends thereon shall cease to accrue from and after the redemption date and all rights of the
holders of such shares so called for redemption shall forthwith, after the redemption date, cease and
terminate, excepting only the right to receive the redemption price therefor but without interest. Any
moneys so set aside in trust by the Corporation and unclaimed at the end of six years from the date
fixed for such redemption shall be repaid to and utilized by the Corporation, after which repayment,
holders of the shares so called for redemption shall look only to the Corporation for payment thereof.

(vii) Conditions on Obligation to Redeem. The obligation of the Corporation to redeem shares of
$8.625 Preferred Stock, Series A, for mandatory purchase at any time as herein provided shall be
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subject to any applicable restrictions of law, and in no event shall any shares of $8.625 Preferred Stock,
Series A, be called for redemption for mandatory purchase unless and until full cumulative dividends
on all outstanding shares of §8.625 Preferred Stock, Series A, other than shares previously or then to be
called for redemption, shall have been declared by the Board of Directors and paid or set apart for
payment for all past quarterly dividend periods and for the then current quarterly dividend period.

Nevertheless, the obligation of the Corporation, pursuant to subparagraph (iv) hereof, to redeem

shares of $8.625 Preferred Stock, Series A, annuelly commencing on October 31, 1982 shall be

cumulative until all such shares have been redeemed and if and so long as any mandatory purchase

retirement herein required for the $8.625 Preferred Stock, Series A, is in arrears, the Corporation will

not redeem, purchase or otherwise acquire for value, or set apart money for any mandatory purchase

~ or other analogous fund for the redemption or purchase of, any shares of any other class or series of
Parity Distribution Stock, except that at any time when arrears exist in any mandatory purchase’
retirement herein required for $8.625 Preferred Stock, Series A, and in any mandatory purchase

retirement required for any class or series of Parity Distribution Stock, the Corporation may redeem or

purchase for the respective mandatory purchases shares of the §8.625 Preferred Stock, Series A, and of
each of such class or series of Parity Distribution Stock, pro rata, as nearly as practicable, zecording to

the amounts in dollars of the arrears in the mandatory purchase retirements required for the $8.625

Preferred Stock, Series A, and each such class or series of Parity Distribution Stock. Subject to

applicable restrictions as herein specified, shares of $8.625 Preferred Stock, Series A, may be redeemed

at any time and from time to time at the mandatory purchase redemption price for the purpose of
. making good in whole or in part any mandatory purchase retirement in arrears.

(viii) Status of Shares Redeemed. Shares of $8.625 Preferred Stock, Series A, redeemed through
mandatory or optional purchase shall become authorized but unissued shares of Preferred Stock, but
may not be reissued as shares of $8.625 Preferred Stock, Series A. As of the date of this Amended and

Restated Certificate of Incorporation, 450,000 shares of $8.625 Preferred Stock, Series A have been
redeemed.

(ix) Purchases by the Corporation or a Subsidiary. The Corporation will not permit any Subsidiary
at any time to purchase any shares of §5.625 Preferred Stock, Series A, and will not itself at any time
purchase any outstanding shares of such series except pursuant to an offer to purchase made on the
same basis to the holders of all the outstanding shares of such series and such purchase shall be made
pro rata as nearly as practicable, according to the number of shares held by the respective holders
accepting such offer, with adjustments to the extent practicable to equalize for any prior such
purchases, and otherwise in such manner as the Board of Directors may determine, provided that only
full shares shall be selected for such purchase.

(x) Liquidation. In the event of any complete or partial liquidation, dissolution or winding up of
the Corporation, whether voluntary or involuntary, the shares of the $8.625 Preferred Stock, Series A,
shall each be entitled to receive out of the assets of the Corporation, whether such assets are capital or
surplus, a sum equal to $100 plus accrued dividends (including cumulative dividends) to the date of
such liquidation, dissolution or winding up and, in addition in the event of any voluntary liquidation,
dissolution or winding up an amount equal to the excess over §100 of the optional redemption price
then in effect for purposes of subparagraph (v), which preferential amount shall be paid in full after
payment in full of all preferential amounts on any such liquidation, dissolution or winding up in
respect of Prior Distribution Stock and before any distribution on any such liquidation, dissolution or
winding up is paid upon or set apart for any class of Junior Distribution Stock. If the assets of the
Corporation shall be insufficient to permit the payment in full of such preferential amounts in respect
of the $5.625 Preferred Stock, Series A and all other classes and series of Parity Distribution Stock, then
said assets shall be distributed ratably among the holders of the shares of $8.625 Preferred Stock, Series
A, and of such other classes and series of Parity Distribution Stock in proportion to the amounts which
would be payable on such liquidation, dissolution or winding up if all such amounts were paid in full.

The sale, conveyance, exchange or transfer of all or substantially all.of the properties of the
Corporation except in partial or complete redemption of any class of Junior Distribution Stock, or the
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; " merger or consolidation of the Corporation into or with any other Corporation shall not be deemed 2

liquidation, dissolution or winding up for the purposes hereof.

(xi) Certain Consents. So long as any of the $8.625 Preferred Stock, Series A, is outstanding, the
Corporation (a) without the consent of the holders-of at least two-thirds of the outstanding shares of
the $8.625 Preferred Stock, Series A, by a vote at a meeting of such holders or by written consent of
such holders without a meeting, will not

(1) suthorize the creation of ‘6r issue any class of Prior Stock, reclassify any class of stock so

as to constitute it Prior Stock or increase the authorized amount of any class of Prior Stock
theretofore authorized, or

(2) emend, alter or repeal (by any means including merger or consolidation) the provisions
of the $8.625 Preferred Stock, Series A, 50 as to change its powers, preferences or special rights as
2 class as to voting; and

(b) without the consent of the holders of all of the outstanding shares of the $8.625 Preferred Stock,
Series A, by a vote at a meeting of such holders or by written consent of such holders without a
meeting, will not amend, alter or repeal (by any means including merger or consolidation) the
provisions of the $8.625 Preferred Stock, Series A, so as to change its powers, preferences or special
rights as a class as to dividend rates, the amount payable upon liquidation, dissolution or winding up or

in respect of mandatory purchases or the time of payment in respect of dividends or mandatory
purchases.

(xii) Issuance of Parity Stock. So long as any of the $8.625 Preferred Stock, Series A, is outstanding,
the Corporation, without the consent of the holders of 2 majority of the outstanding shares of $8.625
Preferred Stock, Series A, by vote at a meeting of such holders or by written consent of such holders
without a meeting, will not issue any shares of Parity Stock, unless, after giving effect to such issuance,
(2) in the case of Parity Dividend Stock, consolidated net income of the Corporation and its
Subsidiaries (meaning the aggregate of the net income of the Corporation and its Subsidiaries after
eliminating all offsetting debits and credits between the Corporation and its Subsidiaries, all computed
in accordance with generally accepted accounting principles) for either of the two fiscal years next
preceding the year of such issuance shall have been at least equal to two times the sum of the
aggregate annual dividend requirements on all shares of the $8.625 Preferred Stock, Series A, and
Parity Dividend Stock and Prior Dividend Stock and on shares of any Subsidiary having fixed dividend
requirements at the time outstanding plus the annual dividend requirements on the shares of Parity
Dividend Stock to be issued, (b) in the case of Parity Distribution Stock, the sum of Junior Stock
Equity shall be equal to at least 175% of the sum of the value upon involuntary liquidation of all shares
of $56.625 Preferred Stock, Series A, and Parity Distribution Stock and Prior Distribution Stock at the
time outstanding plus the value upon involuntary liquidation of the shares of Parity Distribution Stock
to be issued, all computed in accordance with generally accepted accounting principles, and (c) no
default shall exist in respect of payment of dividends on or mandatory purchases of the §8.625
Preferred Stock, Series A.

(xiii) Merger, Certain Sales, etc. So long as any of the $8.625 Preferred Stock, Series A, is
outstanding, the Corporation, without the consent of the holders of a majority of the outstanding
shares of all outstanding series of Preferred Stock, by vote at a meeting of such holders or by written
consent of such holders without 2 meeting, (a) will not, and will not permit any Subsidiary to, be a
party to any merger in which the Corporation or such Subsidiary is not the surviving corporation or
the surviving corporation is not a subsidiary, unless the assets of such Subsidiary, individually and
when aggregated with the assets of each other Subsidiary which has been a party to such a merger
within the past year, comprise 5% or less of the total assets shown on a consolidated balance sheet of
the Corporation and its Consolidated Subsidiaries and (b) will not, and will not permit any Subsidiary
or Subsidiaries to, sell or otherwise dispose of all or substantially all of the assets of the Corporation or
the consolidated assets of the Corporation and its Subsidiaries; provided, however, that in the event
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any such -consent required in respect of this paragraph is not obtained, the Corporation, simulta-
neously with the consummation of the merger or sale as to which such consent was sought, may
redeem all (but not some) of the outstanding shares of $8.625 Preferred Stock, Series A, as to which
the consent of the holders thereof was not obtained, pursuant to clause (b) of subparagraph (v) hereof
without regard to the conditions of the proviso,contained therein.

(xiv) Definitions. For the purposes hereof, the followin.g terms shall have the following respective
meanings:

“Consolidated Subsidiaries” shall mean all Subsidiaries which are included with the Corpora-
tion and its consolidated financial statements at any date or for any period in accordance with
generally accepted accounting principles.

“Junior Distribution Stock” shall mean the Common Stock of the Corporation and any other
stock of the Corporation ranking as to distribution of assets junior to the $8.625 Preferred Stock,
Series A.

“Junior Dividend Stock” shall mean the Common Stock of the Corporation and any other
stock ranking as to payment of dividends junior to the $8.625 Preferred Stock, Series A.

“Junior Stock Equity” shall mean the sum of the capital stock, capital surplus, warrant and
retained earnings accounts of the Corporation and its Subsidiaries, as shown on 2 consolidated
balance sheet of the Corporation and its Subsidiaries prepared in accordance with generally
sccepted accounting principles on a consolidated basis, after eliminating all treasury shares and
after appropriate deductions for minority interests, if any, in Subsidiaries, less the aggregate
involuntary liquidation value of all shares of stock of the Corporation other than Junior
Distribution Stock.

“Junior Stock Payment” shall mean

(a) any dividend (other than a dividend payable in Common Stock) on any class of
Junior Dividend Stock; or

(b) any redemption, purchase or other acquisition for value, or setting apart money for
any mandatory purchase or other analogous fund for the redemption or purchase of, any
shares of any class of Junior Distribution Stock, or any other distribution made in respect of
any class of Junior Distribution Stock, either directly or indirectly.

“Preferred Stock™ shall mean the Corporation’s Preferred Stock, without par value.

“Parity Distribution Stock” shall mean any stock of the Corporation ranking as to distribution
of assets on a parity with the §8.625 Preferred Stock, Series A.

“Parity. Dividend Stock” shall mean any stock of the Corporation ranking as to payment of
dividends on a parity with the §8.625 Preferred Stock, Series A.

“Parity Stock” shall mean Parity Dividend Stock or Parity Distribution Stock.

“Prior Distribution Stock” shall mean any stock of the Corporation ranking as to distribution of
assets prior to the $8.625 Preferred Stock, Series A.

“Prior Dividend Stock” shall mean any stock of the Corporation ranking as to payment of
dividends prior to the $8.625 Preferred Stock, Series A.

“Prior Stock” shall mean Prior Dividend Stock or Prior Distribution Stock.

“Subsidiary” shall mean any Corporation of which a majority of the Voting Securities is at the
time directly or indirectly owned or controlled by the Corporation. :

“Voting Securities” of any corporation shall mean the outstanding stock of such corporation
having by the terms thereof ordinary voting power to elect a majority of the board of directors of
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such corporation, irrespective of whether or not stock of any other class or classes of such
corporation shall have or might have voting power by reason of the happening of any contingency.

A ARTICLE V
CURRENT BOARD OF DIRECTORS

The number of directors constituting the current Board of Directors of the Corporation, as of the
date of this Amended and Restated Certificate of Incorporation, is seven { 7 ), and the names and
addresses of such persons are:

Name of Director Address
J. Landis Martin 3000 N. Sam Houston Pkwy. E., Houston, TX
Kenneth R. Peak 3000 N. Sam Houston Pkwy. E., Houston, TX
Glenn R. Simmons 3000 N. Sam Houston Pkwy. E., Houston, TX
Harold C. Simmons 3000 N, Sam Houston Pkwy. E., Houston, TX
John R. Sloan 3000 N. Sam Houston Pkwy. E., Houston, TX
Michael A. Snetzer 3000 N. Sam Houston Pkwy. E., Houston, TX
Elmo R. Zumwalt, Jr. 3000 N. Sam Houston Pkwy. E., Houston, TX
ARTICLE VI '
DURATION

The duration of the Corporation shall be perpetual.

ARTICLE VII
POWERS OF THE BOARD OF DIRECTORS; SHAREHOLDER APPROVAL OF CERTAIN ACTIONS
A. Powers of the Board of Directors.

(i) The Board of Directors shall have power to hold their meetings outside the State of New
Jersey at such places as from time to time may be designated by the by-laws, or by resolution of
the Board of Directors.

(ii) Any officer elected or appointed by the Board of Directors may be removed at any time
by the affirmative vote of a majority of the whole Board of Directors.

(iii) Any other officer or employee of the Corporation may be removed at any time by vote of
the Board of Directors or by any Committee or superior officer upon whom such power or
removal may be conferred by the by-laws or by vote of the Board of Directors.

(iv) The Board of Directors by the affirmative vote of a majority of the whole Board of
Directors may appoint from the Directors an Executive Committee, of which a majority shall
constitute a quorum, and to such extent as shall be provided in the by-laws such Committee shall
have and may exercise all or any of the powers of the Board of Directors, including power to cause
the seal of the Corporation to be affixed to all papers that may require it.

(v) The Board of Directors by the afirmative vote of a majority of the whole Board of
Directors, may appoint any other standing committees, and such standing committees shall have
and may exercise such powers as shall be conferred or authorized by the by-laws.

(vi) The Board of Directors may appoint not only other officers of the Corporation, but also
one or more Vice-Presidents, one or more Assistant Treasurers, and one or more Assistant
Secretaries, and to the extent provided in the by-laws, the persons so appointed respectively shall
have and may exercise all the powers of the President, of the Treasurer, and of the Secretary,
respectively.
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(vii} The Board of Directors shall have power from time to time to fix or.to determine, and to

- vary the amount of the working capital of the Corporation, and to direct and determine the use

.and disposition of any surplus or net profits over and above the capital stock paid in, and in its

discretion the Board of Directors may use and apply any such surplus or accumulated profits in

purchasing or acquiring its own obligations to such extent and in such manner, and upon such
terms as the Board of Directors shall deem ‘expedient.

(viii) Subject always to the by-laws made by the shareholders, the Board of Directors may
make by-laws from time to time, and may alter, amend or repeal any by-laws, but any by-laws
made by the Board of Directors may be -altered or repealed by the shareholders at any annual

meeting or at any special meeting, provided notice of such alteration or repeal be included in the
notice of the meeting.

B. Shareholder Approval of Certain Actions. Except as otherwise required by this Certificate:

(i) A plan of merger or a plan of consolidation approved by the Board of Directors and
submitted to a vote of the shareholders of the Corporation at a meeting at which action is to be
taken on any such plan, shall be approved upon receiving the afirmative vote of 2 majority of the
votes cast by the holders of shares of the Corporation entitled to vote thereon, and, in addition, if
any class or series of shares is entitled to vote thereon as a class, the afirmative vote of 2 mejority

" of the votes cast in each class vote.

(ii) A sale, lease, exchange, or other disposition of all, or substantially all, the assets of the
Corporation, if not in the usual and regular course of business as conducted by the Corporation,
recommended by the Board of Directors and submitted to a vote of the shareholders of the
Corporation at & meeting at which action is to be taken thereon, shall be approved upon receiving
the afirmative vote of a majority of the votes cast by the holders of shares of the Corporation
entitled to vote thereon, and, in addition, if any class or series of shares is entitled to vote thereon
as a class, the affirmative vote of a majority of the votes cast in each class vote.

ARTICLE VI
BoARD oF DIRECTORS

A. Number, Election and Terms. Except as otherwise fixed by or pursuant to the provisions of
Article IV hereof relating to the rights of the holders of Preferred Stock or any other class of capital
stock of the Corporation (other than Common Stock) or any series of any of the foregoing which is
then outstanding, the number of the directors of the Corporation shall be not less than seven nor more
than 17 persons. The exact number of directors within the minimum and maximum limitations
specified'in the first sentence of this Article VIII shall be fixed from time to time (i) except as provided
in clause (ii) below, by the Board of Directors pursuant to a resolution adopted by a majority of the
entire Board of Directors or (ii) by the shareholders pursuant to a resolution adopted by a majority of
the shareholders of the Corporation entitled to vote for the election of directors. All members of the
Board of Directors elected after the Corporation’s 1930 Annual Meeting shall serve one year terms and
shall stand for election at each annual meeting of shareholders.

B. Neuwly Created Directorships and Vacancies. Except as otherwise fixed by or pursuant to the
provisions of Article IV hereof relating to the rights of the holders of Preferred Stock or any other class
of capital stock of the Corporation (other than Common Stock) or any series of any of the foregoing
which is then outstanding, newly created directorships resulting from any increase in the number of
directors may be §lled by the Board of Directors and any vacancies on the Board of Directors resulting
from death, resignation, disqualification, retirement, removal or other cause may be filled by the
affirmative vote of a majority of the remaining directors even though less than a quorum of the Board .
of Directors, or by a sole remaining director; provided, however, that any vacancy resulting from an
increase in the Board of Directors which is the result of a resolution adopted by the shareholders of
the Corporation may be £lled by. the shareholders of the Corporation in accordance with the Act and
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_ any other applicable provisions of this Amended and Restated Certificate of Incorporation, Any

director chosen in accordance with the preceding sentence shall hold office until the next succeeding
annual meeting of shareholders and until his successor shall have been elected and qualified. No

decrease in the number of directors constituting the Board of Directors shall shorten the term of any
incumbent director: A

C. Removal. Subject to the rights of the holders of Preferred Stock or any other class of capftal
stock of the Corporation (other than Common Stock) or any series of any of the foregoing which is
then outstanding, any director, or the entire Board of Directors, may be removed from office at any
time by shareholders, with or without cause, only by the affirmative vote of the holders of a majority of
the votes cast by the shareholders of the Corporation entitled to vote for the election of directors.

ARTICLE IX
ACTION OF SHAREHOLDERS BY WRITTEN CONSENT; SPECIAL MEETINGS

A. Action of Shareholders by Written Consent. Any action required or permitted to be taken by the

- shareholders of the Corporation, other than the annual election of directors and the approval of

certain other transactions which pursuant to the Act require the unanimous consent of all shareholders
entitled to vote thereon, may be taken without 2 meeting upon the written consent of the shareholders
who would have been entitled to cast the minimum number of votes which would be necessary to
suthorize such action at a2 meeting at which all of the shareholders of the Corporation entitled to vote
thereon were present and voting, and any action so taken shall have the same force and effect for all
purposes as if such action were taken at a meeting of the shareholders of the Corporation.

B. Special Meetings of Shareholders. Except as otherwise required by law and subject to the rights
of the holders of Preferred Stock or any other class of capital stock of the Corporation (other than
Common Stock) or any series of any of the foregoing which is then outstanding, special meetings of
shareholders of the Corporation may be called (i) by the Board of Directors pursuant to a resolution
approved by a majority of the entire Board of Directors, (ii) by the Chairman of the Board of
Directors, the President or the Executive Committee of the Board of Directors, or (iii) by the holders
of at least 10% of the shares of the Corporation that would be entitled to vote at such meeting.

ARTICLE X
LIMITATION OF LIABILITY

A director or officer of the Corporation shall not be personally liable to the Corporation or its
shareholders for damages for breach of any duty owed to the Corporation or its shareholders, except
that such provisions shall not relieve a director or officer from lizbility for any breach of duty based
upon an act or omission (i) in breach of such person’s duty of loyalty to the Corporation or-its
shareholders, (ii} not in good faith or involving a knowing violation of law, or (iii) resulting in receipt
by such person of an improper personal benefit: If the Act is amended after approval by the
shareholders of this provision to authorize corporate action further eliminating or limiting the personal
liability of directors or oficers, then the liability of a director and/or officer of the Corporation shall be
eliminated or limited to the fullest extent permitted by the Act as so amended. Any repeal or
modification of the foregoing paragraph by the shareholders of the Corporation shall not adversely
affect any right or protection of a director or officer of the Corporation existing at the time of such
repeal or modification.



ARTICLE XI
REQUIREMENTS FOR CERTAIN BUSINESS TRANSACTIONS; EXCEPTIONS

A. Requirements for Certain Business Transactions. In addition to any afirmative vote required by
law or this Amended and Restated Certificate of Incorporation (including, without limitation, the
provisions of paragraph B of Article VII herebﬂ and except as otherwise expressly provided in
paragraph C of this Article XI:

(i) any merger or consolidation of the Corporation or any Subsidiary with (2) any Interested
Shareholder or (b) any other corporation or other person (whether or not itself an Interested
Shareholder) which is, or after such merger or consolidation would be, an Affiliate of an
Interested Shareholder; or

(ii) any plan of exchange for all outstanding shares of the Corporation or any Subsidiary or
for any class of shares of either with (a) any Interested Shareholder or (b) any other corporation
or other person (whether or not itself an Interested Shareholder) who is, or after such plan of
exchange would be, an Affiliate of an Interested Shareholder; or

(iii) any sale, lease, exchange, mortgage, pledge, transfer or other disposition (in one
transaction or a series of transactions) to or with any Interested Shareholder or any Affiliate of any

Interested Shareholder of all or substantially all of the assets of the Corporation or any Subsidiary;
or

' (iv) the adoption of an plan or proposal for the liquidation or dissolution of the Corporation
proposed by or on behalf of an Interested Shareholder or any Affiliate of any Interested
Shareholder; or

(v) any reclassification of securities (including any reverse stock split), or recapitalization of
the Corporation, or any merger or consolidation of the Corporation with any of its Subsidiaries or
any other transaction (whether or not with or into or otherwise involving an Interested
Shareholder) which has the effect, directly or indirectly, of increasing the proportionate share of
the outstanding shares of any class of equity or convertible securities of the Corporation or any
Subsidiary which is directly or indirectly owned by an Interested Shareholder or any Affiliate of
any Interested Shareholder;

shall require (i) the affirmative vote of the holders of at least a majority of the Common Stock, voting
together as a single class, excluding from the number of shares deemed to be outstanding at the time of
such vote and from such vote those shares which are beneficially owned, directly or indirectly, by all
Interested Shareholders or any Affiliate of any Interested Shareholder and (ii) the opinion of a
nationally recognized investment banking firm as to the fairness of the terms of the Business
Transaction (as hereinafter defined) from a financial point of view to the holders of the outstanding
shares of capital stock of the Corporaticn other than any Interested Shareholder and any Affiliate of
any Interested Shareholder. The afirmative vote described in the previous sentence shall be required
notwithstanding the fact that no vote may be required or that a lesser percentage may be specified, by
law or in any agreement with any national securities exchange or otherwise.

B. Definition of “Business Transaction”. The term “Business Transaction” as used in this Article XI
shall mean any transaction which is referred to in any one or more of clauses (i) through (v) of
paragraph A of this Article XI.

C. Ezceptions. The provisions of paragraph A of this Article XI shall not be applicable to any
particular Business Transaction, and such Business Transaction shall require only such afirmative vote
as is required by law and any other provision of this Amended and Restated Certificate of Incorpora-
tion, (i) if the Interested Sharcholder is the beneficial owner of 90% or more of the voting power of the
then outstanding Voting Stock, except that the requirement for an opinion of a nationally recognized
investment banking firm as to the fairness of such transaction as described above shall continue to be
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applicable, or (ii) if such Business Transaction is consummated after January 1, 1999, or (iii) if each of
the following conditions are met: (a) the interest of the Interested Shareholder or any Affiliate of any
Interested Shareholder in the transaction is solely that of a holder of the Corporation’s securities and
(b) the Interested Shareholder or any such Affliate receives no benefit or consideration in the
transaction as such which is not received\proportionately by all holders of the same class of such
securities, and (c) if, in the Business Transaction, the Interested Shareholder or an Affliate of the
Interested Shareholder receives any interest in 2 Subsidiary or a successor to the Corporation or any
Subsidiary, the charter or similar govérning instrument of such Subsidiary or successor contains
provisions substantially identical to this Article XI hereof or if the charter of such Subsidiary or such
successor does not so provide, the charter is amended on or prior to consummation of the Business
Transaction to so provide.

D. Certain Definitions. For purposes of this Article XI:
(i) A “person” shall mean any individual, firm, corporation or other entity.

(i) “Interested Shareholder” shall mean any person (other than the Corporation or any
Subsidiary) who or which: :

. , (a) is the beneficial owner, directly or indirectly, of more than 10% of the voting power
of the outstanding Voting Stock; or '

(b) is an Affliate of the Corporation and at any time within the two-year period
immediately prior to the date in question was the beneficial owner, directly or indirectly, of
10% or more of the voting power of the then outstanding Voting Stock; or

(c) is an assignee of or has otherwise succeeded to any shares of Voting Stock which
were at any time within the two-year period immediately prior to the date in question
beneficially owned by any Interested Shareholder, if such assignment or succession shall have
occurred in the course of a transaction or series of transactions not involving a public offering
within the meaning of the Securities Act of 1933.

(iii) A person shall be a “beneficial owner” of any Voting Stock:

(a) which such person or any of its Affiliates or Associates (as hereinafter defined)
beneficially owns, directly or indirectly; or

(b) which such person or any of its Afiliates or Associates has (1) the right to acquire
(whether such right is exercisable immediately or only after the passage of time), pursuant to
any agreement, arrangement or understanding or upon the exercise of conversion rights,
exchange rights, warrants or options, or otherwise, or (2) the right to vote pursuant to any
agreement, arrangement or understanding; or

(c) which are beneficially owned, directly or indirectly, by any other person with which
such person or any of its Affliates or Associates has any agreement, arrangement or
understanding for the purpose of acquiring, holding, voting or disposing of any shares of
Voting Stock. N

(iv) For the purpose of determining whether a person is an Interested Shareholder pursuant
to subparagraph (ii) of this paragraph D, the number of shares of Voting Stock deemed to be
outstanding shall include shares deemed owned through application of subparagraph (iii) of this
paragraph D but shall not include any other shares of Voting Stock which may be issuable
pursuant to any agreement, arrangement or understanding, or upon exercise of conversion rights,
warrants or options, or otherwise.

(v) “Affiliate” or “Associate” shall have the respective meanings ascribed to such terms in
Rule 12b-2 of the General Rules and Regulations under the Securities Exchange Act of 1934, as in
effect on September 16, 1988.
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- (vi) “Subsidiary™ means any corporation, partnership or other unincorporated business

. organization of which a majority of any class of equity security is owned, directly or indirectly, by

the Corporation; provided, however, that for the purposes of the definition of Interested Share-
holder set forth in subparagraph (ii) of this paragraph D, the term “Subsidiary” shall mean only a
corporation, partnership or other unincorporated business organization of which a majority of
each class of equity security is owned, directly or indirectly, by the Corporation.

(vii) “Continuing Director” means any member of the Board of Directors of the Corporation
(the “Board”) who is unaffiliated with the Interested Shareholder and was 2 member of the Board
prior to the time that the Interested Shareholder became an Interested Shareholder, and any
successor of a Continuing Director who is unaffiliated with the Interested Shareholder and s
recommended to succeed a Continuing Director by a majority of Continuing Directors then on
the Board.

(viii) “Voting Stock™ means the then outstanding shares of capital stock of the Corporation
entitled to vote generally in the election of directors.

E. Powers of the Board of Directors. The Continuing Directors of the Corporation shall have the
power and duty to determine for the purposes of this Article XI, on the basis of information known to
it after reasonable inquiry, (i) whether a person is an Interested Shareholder, (ii) the number of
shares of Voting Stock beneficially owned by any person and (fii) whether a person is an Affiliate or

- Associate of another. Any such determination made in good faith shall be binding and conclusive on all

parties.

F. Effect on Fiduciary Obligations of Interested Shareholders. Nothing contained in this Article X
shall be construed to relieve any Interested Shareholder from any fiduciary obligation imposed by law.

G. Amendment or Repeal. Notwithstanding any other provision of law, this Amended and Restated
Certificate of Incorporation or the by-laws of the Corporation (and notwithstanding the fact that a
lesser percentage may be specified by law, this Amended and Restated Certificate of Incorporation or

. the by-laws of the Corporation), and in addition to any afirmative vote of the holders of Preferred
" - Stock or any other class of capital stock of the Corporation or any series of any of the foregoing then

outstanding which is required by law or by or pursuant to this Amended and Restated Certificate of
Incorporation, the afirmative vote of the holders of at least a majority of the Voting Stock, voting
together as a single class (it being understood that for purposes of this Article XI, each share of the
Voting Stock shall have the number of votes granted to it pursuant to Article IV of this Amended and
Restated Certificate of Incorporation), excluding from the number of shares deemed to be outstanding
at the time of such vote and from such vote those shares which are beneficially owned, directly or
indirectly, by any Interested Shareholder and any Affliate of eny Interested Shareholder, shall be
required to amend or repeal this Article XI of this Amended and Restated Certificate of Incorporation.

*IN WITNESS WHEREOF, this Amended and Restated Certificate of
Incorporation of the Corporation is executed and attested on behalf. of
NL Industries, Inc. by its officers hereunto duly suthorized on this 28th
day of June, 1990.

NL INDUSTRIES, INC.

By: Mn/vg/@« Madv(:

J (ﬂfaﬁdis‘ Martin, ‘President

avid B. Garten, Secretary
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CERTIFICATE
OF

NL INDUSTRIES, INC.

To: The Secretary of State
State of New Jersey

Pursuant to the provisions of Chapter 9 of Title 14A of
the New Jersey Statutes, and particularly Section 14A:9-5(3), (4)
and (5) thereof, NL Industries, Inc., a corporation organized under
the laws of the State of New Jersey, hereby certifies that:

1. The name of the corporation is NL INDUSTRIES, INC.
(the "Corporation®").

2. The Board of Directors of the Corporation (the
"Board"), at a meeting duly called and held on April 18, 1990,
approved the Amended and Restated Certificate of Incorporation of
the Corporation attached hereto as Exhibit "A" and directed that

it be submitted to the shareholders of the Corporation.

3. The  Amended " and Restated Certificate of
Incorporation of the Corporation was duly adopted by the
shareholders of the Corporation at the Annual Meeting of

Shareholders duly called and held on June 28, 1990 (the "Anpual.

Meeting"). :

. 4. The number of shares of Common Stock, $1.25 par
value, entitled to vote at the Annual Meeting on the adoption of
the Amended and Restated Certificate of Incorporation. .was
66,101,414. Each such share entitled the record holder thereof to
one vote per share. No shares of any class of securities of ‘the
Corporation are entitled to vote as a class. ©No other capital
stock of the Corporation was entitled to vote. T

S. At the Annual Meeting, the following votes were
registered with respect to the adoption of the Amended and Restated
Certificate of Incorporation of the Corporation:

FOR - 56,622,962 shares
AGAINST - 3,655,303 shares
ABSTAIN - 2,120,371 shares

A quorum of the holders of Common Stock was present and
voting at the Annual Meeting and the Amended and Restated



Certificate of-Incorporation was dUIx adopted by the affirmative
vote of the holders of at least eilghty percent (80%) of the
outstanding shares of Common Stock of the Corporation.

6. The  Amended and Restated Certificate of
Incorporation shall become effective upon the date of filing with
the Secretary of State of the State of New Jersey.

IN WITNESS WHEREOF, this Certificate to the Amended and
Restated Certificate of Incorporation of the Corporation is
executed and attested on behalf of the NL Industries, Inc. by its
officers hereunto duly authorized on this 28th day of June, 1990.

NL INDUSTRIES, INC.

J(7-/Landis Martin, President

ATTEST:

oI B

‘David B. Gartern/ Secretary
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November 20, 1940,

MEMOR:NDUM - PRKOPOSED SALE OF TRI-STATE PROPERTIES

Mr. McCellum hes presented for the considerstion of the Mining Committee
& rejuest by & representetive of a large mining compsny in the Tri-Stete District

thet should we desire to sell these properties a price be submitted for each of
the three operetions. Ve believe thet the ressons for the proposed purchase are
to get & greester control of the Tri-Stete District, thet the mining compeny in-
volved believes there are substential ore reserves in these properties end that
they elso believe they can operete efficiently end economicelly.

The Netionel Lead Compeny has operated in the Tri-State District since
1915 and ell of the mining has been done on land leeses under different terms.
We have worked out and abendoned tracts known as Nos. 1, 2, 3, 5, 6 end ¥eiss,
vhich, on the whole, have been very profitable to the Company. Ve ere &t present
opereting trects known es #4 and #8 snd are developing for operation tract known
as Taco, or #9., These lest three locations cre the subject of this memorendum

ineemuch as these are the only Tri-State properties the Nationel Lead Compeny is
interested in at present.

The net remeining book values are as follows:—

Mine #2

-~ ‘.4..
Bldgs. & Equipment  £8,568.39 o
Lesse & Development - $8,568.29

Mine #8
Bldgs. & Equipment $272,858,38
Leuse & Development _271,949.84  544,808.22

Yiaco

Bldgs. & Equipment $196,660.54
Lease, Land end

Development ' 574,285,03 _T70,945.57
Totel Remeining Investment §1,324,322.18

Previous profits from the foregoing properties eret-

Before Deprecietion Depreciztion Net Profits

end Depletion & Depletion
Mine #4 $634,471.86 £202,716.84 $431,755.02
Mine #8 825,451.44 501,552.51 323,898.93
Weco 34,887.08 44,057.50 ___3,170,42
Totel $1.494,810,28 ‘ £7.8,226.85 £746,483.53
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MINE #8.

Based on £7.25 zinc &and §5.65 leed, on which basis zinc concentrates
have a value of £48.00 end letd concentrztes a value of $68.86, the estimated
opereting profit on the ore reserves of Mine #8, as of November 1, 1940, of
2,006,768 tons cf rock with a recovery of 3.B6% zinc end .78% leed is £1,297,257.326.
This would meen sbout 77,385 tons of zinc concentretes end 15,561 tons of leed con-
centretes which would probably take about four to five yeers to get out.

The larger mining interests in the Tri-Stete have alreedy begun to
mechenize their underground operetions end from evaileble date mining coste are
reduced from 8 to 10¢ & rock ton thereby. On the estimated ore reserves this
would amount to en additional profit of from $160,000.00 to $200,000.00.

It is possible that the proposed purchaser believes that fuller control
of the output of the District would result in e higher price for concentrates.
The overzll profit, therefore, might reech & figure of $1,500,00G.00 dependent
upon tine outcome of their method of operztion and the factors mentloned.

¥Yle re-
commend that the esking price for this property be §1,000,000.00.

MINE #4.

The reserves of Mine #, are estimated at 76,000 tons of rock which
should yield, at present prices, §93,147.03 based on recovery of 9.39 zinc and
+66 lead. A1l the known ore in this mine has been teken out. This is en old
mine which is nearing exhaustion. Ve mey be able to follow faces for several
yeers or we mey Tun out of ore very shortly. ¥e recommend that we ask £150,000.00

for this property, $25,000 to be payable in cash end the balence to be returned from
one-h=1f the net operating profit.

KACO

As of November 1, 1940, the ore reserve was 700,500 tons which on es-
timated recoveries would yield 32,747 tons of zinc concentrates end 570 tons of
lead concentrates. At present metal merkets of $48.00 for zinc concentrates and
$68.86 for lead concentrates the mining of the estimated ore reserve on this pro-
perty would result in & net operating profit of about §500,000.00. ¥We recommend
that the asking price of this property be $750,000.00. Although this does not
seem fully justified by the estimated profit, our price is also influenced by the
fact that this property still hae opportunity to increase the ore reserve by

further development. Ve are motivated elso by the fect that our investment in
this property is $780,000.09,



SUMMARY

- The ining Committee recommends that the Executive Committee authorize

Kr. ¥cCellum to negotiete for the sele of the Tri-State Properties with asking
prices as followss

¥ F8e————e——— 1,000,000.00
Waco 750,000.00

Totel —————$1,900,000,00

The Mining Committee also recommends that in his negotistions Mr, McCallum
chould obtzin £1,000,000.00 of the eventusl closing price in ceash.

The Mining Committee.
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722 CHESTNUT STREET
JEAN MICALLUM w2t Pegsmint ST.LOUIS

CHARLES A GRISHAM. Secagtess aus TeCssvnin

Januwry 11, 1941

r. Fletcher U, Rockwell, Precsicdent
Naticnsl Leadé Comnany
111 Zro=duzy, tiow York, .Y

»

Dewr .ir. Gockwell:

¥Mr. Lvans hss written a letter with & »roposal
for purchzse of £11 of our Tri-3tzte pronerties, includ-
ing lexses, stores and ejuinment, znc other items owned
by us in the L[istrict. This oroposal 1z zs folloxs:

a total purcnase arice of {590,000, pzyeble
$5D, 300 cash and the bzlance to be paid by aoolying
OQG-nalf the profits from the onzrzticn of the
propcriies, it being uﬁhe*suood that no generzal
overnead expense will be charzezbtle to the operaticn.m

I will aopreciate your sdvice as to future pro-
cecure. Mr. Evans! letter has bteen acknowledged mith the
. stztament the proposzl will have cue considerztion.

It 1s obvious that ¥r., EZvzns' pnrincipzls have
set a low starting orice for furtner necotiations ana hope
to secure the projerties at a low cash investment and make
paynent on & basis only & little better than royalty in
amount and dependent on continued profitsble operztion.

fFor your information, our generzl overheaG¢ on the
Tri-State onerqtion averages zbout £3 cents per ton. A

large portion of tris would not be charged to exnense under
Ar. Evans' oroposal,

Yours respectfully,

,?éﬁﬂa«, ¢
109 Preeiaent. Y ‘lv\
A Qd
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March 21, 1941

Hr. L. G, Reichherd, Chairman
Hining Committee

Dear 8ir: .
At & meeting of the Executive Committee held
todey the following resolution was edopteds '
RESOLVED, thet thiz Committee concurs in
the recommendation of the Uining Committee
. that the offer made for our Tri-Stete property,
88 noted in letter from lr, Jean McCallum,

Vice President, St. Louis Smelting & Refining
Company, be refused.

Yours respectfully

Secrestary

Copy to Mr. NcCallum




MINING COG"ITTEE R=CO!STNDATION
- TRI STATE OPERATIONS - NO. 4 KINE

Owing to a steady decline in the grade of tihe remaining
ore, nearly comnlete exhaustion of the ore bodies, higher costs and
aciute man-novier shortage, there appears to be little possibility of
continuing this property in vnrofitable overation on Company account.
A net prcfit of only $1,200 was realized in 1943. There is, however,

a probability that the mine can be kept in profitable operation for

sometime by resgvonsible leasers and Mr. iicCallum proposes, therefore,

to sub-lease the mine, keeving the mill in operation on Company account
to mill the ore produced by leasers and to continue to mill tailings.

The proposed sub-lease provides for:

1. A term to end December lst 1945. (The expiration
date of our lease on the property).

2. Use by leasers of all of our mining eguipment.

3. ©Sale to us by leasers of all ore produced, at
70% of the cash value of the ore, 1ncluding bre-
miums, as determined by the sale of concentrates.

4. Payment by us, out of money accrueing to leasers

through sale of ore to us, of 10% royalty due land
ovners.

5. Cancellation of sub-lease upon 10 days notice by

either party should the arrangement not be mutually
profitable.

The Mining Committee recommends that Mr. McCallum's pro-
nosed course be authorized.

P e -
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February 28, 1944



ST.Lo11s SMELTING ANID REFINING WORES
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722 CHESTNUT STREET

ST.LOUIS
February 25, 1944

Vr. J. A. Martino, Assistant Comptroller
%.t*'an:1 Lead Comnany

+ ” ILTING

conr ¥r, Yartino:

During the past fourteen months the FNo. 4 Mine situated in

Jilanoma, some four miles south of the Ballard Mill has been operating on
2 clsse margin, showing a loss part of the time and a profit during thne
latter part of 1943 due to allocations of a C-50 guota.

Zffort has been made during 1943 to develop ore reserves
throuch develooment work in several areas including the southwestern sec-
t‘~"=, where several thousand dollars have been expended in churn drilling.

Grade of ore has been decreasingvthroughout the year and

tonnaze hzs fallen off, due to man-power shortzge. Costs have increased
as tonnace has decreased.

Data covering the 1943 operations are shovn below. Overa-
tions for January, 194/ showed a loss of a little more than $300.00.

Yonth  Rock Tons % Recovery Tons Concentrated Operating
1943 Zinc-Lead Zinc _ - Lead and Net Profit
Jan. 3’354 6011‘ 039 20500 13-0 512-04
Feb. 3,103 5.45- 48 169.0 15.0 1.85.04
Yar. 2,717 5.7, .26 156.0 7.0 2809.12
Apr. 3,282 5.97 .60 196.0 20.0 489.5
Hay 2,379 6.30 29  126.00 6.92 5€30.37
June 2,627 5.39 .28 1l42.0 7.00 4378.0
July 2,429 5.85 <14  142.04 3.42 15,46
Aug. 2,388 9.18 25 219.30 5.89 12137.31
Sept. 25436 5.53 00 134.62 0.00 1630.74
Oct. 2,337 7.64 .00 178.55 0.00 5051.30
Nov. 2,784 5.51 .29 153.80 8.00 1222.84
Dec. 2,220 5.02 00 111.54 0.00 2037.73
1943 32,054 6.03 <27 1933.41 86.96 1293.29
Totals

The main factors in the consideration of No. 4 Mine are
listed telow: _

l. Ore Reserves: Drilling has shown some prospectiv& b



re Jo A. 2rtino -
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February 25, 1944

ore tonnaze to the southwest. Develormant of this

area vwould recuire either extensive drifting in ground
wvhich mignt not be productive, or a new shaft, road,
rarp and honper. This prcsnective ore reserve might

be of consideratle valus, but must be proven. What-
ever value it mizht have at the momsnt could change ad-
versely by action of the Quota Committee.

2. Man-Povier: Present man-power shortage makes it Impos-

sitle to onerate at a reasonable cost. Recent low vro-
dAvctivity oer man-shift places No. 4 Mine in class 2
*under var Production Board classification. This means
taat availatle man-power is supnlizd to class 1 mines
such as Pallard and scme of the Eagle Picher mines be-
fore Lo. 4 mine receives any help. It is, therefore,
imooss_ble to increase producticn sufficiently to make
satisfactory tonnage and costs.

3. Costs: The tabulated data above shows the steady in-
crease in costs, decrease in tonnage of both ore and
concentrates, and the adverse financial trend. The
prospective new ore at still greater distance from the
shaft offers little inducenient in view of the man-pover
situation and the uncertainty of continued C-cuotas.

4. Cuotas: The present C-50 quota is undoubtedly as good
as can be expected on this mine. A C-0 guota does not
show prcfit at vresent costs and productions. In all

nrobability the C-quota will be adversely modified or
cut off within a few months.

5. Occuvnational Disease Liability: Oklahoma has no oc-
cupational disease laws.. These cases are, therefore,

an increasing hazard which becomes greater as proximity
to shut down anproaches.

6. Lease Possibilities: It has been the custom throughout
many years in the Tri-State area to lease a nroperty
when it reaches a non-nrofitable or largely depleted
condition. High zrade ls2asers in the District are able
to secure a man-power supply from applicants vhom the
companies cannot employ due to their higher physical
recuirements. We have contacted one of the best leasers
in the District who has examined the mine and will make
a contract with us as outlined in the accompanying copy
of proposed lease. The benefits from carrying out this
plan are appraised as follows:

l. Prospective operating loss will be avoided.

2. Probably one half of the man-power now used in
No. 4 Mire (32) will agree to work at No. € Mine lo"\

R\
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Yr. J. A. Hartino

Recommandatibn

-3 - Februzry 25, 1944

wnere amnle ore reserves exist and where our man-
power is also short.

2. The greater part of the remainder who will not
continue to work for us will sscure emdloyment
elsevhere. The occunatiornal disease hazard which
almost certainly will develop on a general shut-
dovn will be reduced orovortionally.

L. All ore mined by leaser vill be milled through
the No. 4 mill at some assured profit.

5. The Mill will overate on such ore as is mined,
plus all remaining time on tailings.

Summary: The No. 4 mill should operate throughout
the larger portions of this year zt a substarntial pro-
fit.. ¥When the tailings pile is exhausted it will be

‘shut down, unless the mine operations by leaser wvould

justify part time oneration. Occuvational disease
hazard would be raduced a substzntial amount.

It is recommended that the enclosed lease be approved
and mining operation cease at No. 4 Mine.

Yours very truly,

e

_~/ Manager

R .



Karch 9, 19%%

Kr, Jean KeCallun, ﬂanngor
St. Louls Szelting & Refinine \’orl:c

Toar Sir:

&t & pesting of the Executive Counittes held todey the
following resolution waes sdopted:

"~ EXSOLVID, thst the proposal submitted by
Br. Jean kc.allm:, Kanagar of the £t, Leuis
Cnelting & P.efinlug Yorke, {n letter of Fedru-
ery 25, 19kk to Kr. J. A, ka“t.;no Chalrmen,
Mining Zoxnittea, to sudieuse that certein
mining property known es tha Bo. % Mino cituntad
in Ottevs uounty, Cklahorn, Ve en? the sauo is
hereby spproved.

Yours raipoctfnll:

Secretary

co Kr, Hartino, Chalrman
Kining Comuittee

S
"., b
v \‘{6



. (Excerpt from Executive Committee minutes of October 23, 1946)

Approval was gliven to the proposal submitted by the Mining
Comnittee to eell to the C & M Mining Company, for & price
of $15,000.00, the No. &4 mill and leased mining equipment
in the Tri-State District and to assign the lease on No. &

mining property at an overriding royalty of 2%.
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PART X
ITEM 1. BUSINESS
General

NL Industries, Inc., organized as a New Jersey corporation in 1891,
conducts its operations through its principal wholly-owned subsidiaries, Kronos,
Inc. and Rheox, Inc. Valhi, Inc. and Tremont Corporation, each affiliates of
Contran Corporation, hold 52% and 18%, respectively, of NL'’s outstanding common
stock. Contran holds, directly or through subsidiaries, approximately 90% of
Valhi’s and 44% of Tremont’s outstanding common stock. Substantially all of
Contran’s ocutstanding voting stock is held by trusts established for the benefit
of the children and grandchildren of Harold C. Simmons of which Mr. Simmons is
the sole trustee. Mr. Simmons, the Chairman of the Board of NL and the Chairman
of the Board, President and Chief Executive Officer of each of Contran and Valhi
and a director of Tremont, may be deemed to control each of such companies. NL
and its consolidated subsidiaries are sometimes referred to herein collectively
as the "Company".

Kronos is the world’s fourth largest producer of titanium dioxide pigments
("Ti0,") with an estimated 11% share of the worldwide market. Approximately one-
half of Kronos' 1994 sales volume was in Europe, where Kronos is the second
largest producer of TiO,. Kronos accounted for 87% of the Company’s sales and
72% of its operating income in 1994. Rheox is the world’s largest producer of
rheological additives for solvent-based systems, supplying an estimated 40% of
the worldwide market.

The Company’s objectives are to (i) focus on continued cost control, (ii)
deleverage during the current up cycle and (i1ii) invest in certain cost effective
debottlenecking projects to increase TiO, production capacity.

Kronos
Industry

Titanium dioxide pigments are chemical products used for imparting
whiteness, brightness and opacity to a wide range of products, including paints,
paper, plastics, fibers and ceramics. TiO, is considered to be a "quality-of-
life" product with demand affected by the gross domestic product in various
regions of the world.

Demand, supply and pricing of Ti0, have historically been cyclical. The
last cyclical peak for Ti0, prices occurred in early 1990 with a cyclical low
point reached in the third quarter of 1993. The Company’s average selling prices
for Ti0, began an upward trend during 1994 and prices at the end of 1994 were
about 10% higher than the 1993 low point, but were still approximately 26% below
those of the last cyclical peak in 1990.

The Company believes that the TiO, industry has significant long-term
potential. During the early 1990s, the TiO, industry operated at lower capacity
utilization levels relative to the high utilization levels prevalent during the
late 1980s, in part because of the slow recovery from the worldwide recession but
primarily due to the impact of capacity additions since the late 1980s. The

.1-
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Company expects that the Ti0, industry will recover more slowly compared with the
previous recovery in the late 1980s, primarily because of the more gradual nature
of recent growth of the worldwide economy and the impact of capacity additions
since the late 1980s. Recent improvements in economic growth rates have resulted
in increased demand for Ti0,, Industry capacity utilization, which the Company
believes was less than 90% during 1990 through 1993, was about 92% in 1994 and
is continuing to rise due to improved demand.

Kronos has an estimated 18% share of European Ti0, sales and an estimated
9% share of U.S. Ti0, sales. Consumption per capita in the United States and
Western Europe far exceeds that in other areas of the world and these regions are
expected to continue to be the largest geographic markets for Ti0, consumption.
If the economies in Eastern Europe, the Far East and China continue to develop,
a significant market for Ti0, could emerge in those countries and Kronos believes
that it is well positioned to participate in growth in the Eastern European
market, Geographic segment information 1is contained in Note 3 to the
Consolidated Financial Statements.

Products and operations

The Company believes that there are no effective substitutes for TioO,.
However, extenders such as kaolin clays, calcium carbonate and polymeric
opacifiers are used in & number of Kronos’ markets. Generally, extenders are
used to reduce to some extent the utilization of higher cost Ti0,. The use of
extenders has not significantly affected TiO, consumption over the past decade
because extenders generally have, to date, failed to match the performance
characteristics of Ti0O,. The Company believes that the use of extenders will not
materially alter the growth of the TiO, business in the foreseeable future.

Kronos currently produces over 40 different Ti0, grades, sold under the
Kronos and Titenox trademarks, which provide a variety of performance properties
to meet customers’ specific requirements. Kronos’ major customers include
international paint, paper and plastics manufacturers.

Kronos is one of the world’s leading producers and marketers of TiO,.
Kronos and its distributors and agents sell and provide technical services for
its products to over 5,000 customers with the majority of sales in Europe, the
United States and Canada.

Kronos’ international operations are conducted through Kronos
International, Inc. ("KII"), a German-based holding company formed in 1989 to
manage and coordinate the Company'’s manufacturing operations in Germany, Canada,
Belgium and Norway, and its sales and marketing activities in over 100 countries
worldwide. The Company believes that KII's structure allows it to capitalize on
expertise and technology developed in Germany over a 60-year period.

Kronos and 1its predecessors have produced and marketed TiO, in North
America and Europe for over 70 years. As a result, Kronos believes that it has
developed considerable expertise and efficiency in the manufacture, sale,
shipment and service of its products in domestic and international markets. By
volume, one-half of Kronos’ 1994 TiO, sales were to Europe, with 36% to North
America and the balance to export markets.
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Kronos is also engaged in the mining and sale of ilmenite ore (a raw
material used in the sulfate pigment production process), and the manufacture and
sale of iron-based water treatment chemicals (derived from co-products of the
pigment production processes). Water treatment chemicals are used as treatment
and conditioning agents for industrial effluents and municipal wastewater and in
the manufacture of iron pigments.

Manufacturing process and raw materials

Ti0, 1s manufactured by Kronos using either the chloride or sulfate pigment
production process. Although most end-use applications can use pigments produced
by either process, chloride process pigments are generally preferred in certain
segments of the coatings and plastics applications, and sulfate process pigments
are generally preferred for paper, fibers and ceramics applications. Due to
environmental factors and customer considerations, the proportion of TiO,
industry sales represented by chloride process pigments has increased relative
to sulfate process pigments in the past few years. Approximately two-thirds of
Kronos’ current production capacity is based on an efficient chloride process
technology.

Kronos produced 357,000 metric tons of TiO; in 1994, compared to 352,000
metric tons in 1993 and 358,000 metric tons in 1992, Kronos believes its annual
attainable production capacity is approximately 380,000 metric tons, including
its one-half interest in the joint- venture-owned Louisiana plant (see "TiO,
manufacturing joint venture"). The Company plans to spend $25 million in capital
expenditures over the next three years for a debottlenecking project at its
Leverkusen, Germany chloride process plant that is expected to increase the
Company’s annual attainable production capacity by 20,000 metric tons to
approximately 400,000 tons in 1997.

The primary raw materials used in the TiO, chloride production process are
chlorine, coke and titanium-containing feedstock derived from beach sand ilmenite
and rutile. Chlorine and coke are available from a number of suppliers.
Titanium-containing feedstock suitable for use in the chloride process is
available from a limited number of suppliers around the world, principally in
Australia, Africa, India and the United States. Kronos purchases slag refined
from beach sand ilmenite from Richards Bay Iron and Titanium (Proprietary) Ltd.
(South Africa), approximately 50% of which is owned by Q.I.T. Fer et Titane Inc.
("QIT"), an indirect subsidiary of RTZ Corp. Natural rutile ore is purchased
primarily from suppliers located in Australia and Africa.

The primary raw materials used in the TiO, sulfate production process are
sulfuric acid and titanium-containing feedstock derived primarily from rock and
beach sand ilmenite, Sulfuric acid is available from a number of suppliers.
Titanium-containing feedstock suitable for use in the sulfate process 1is
available from a limited number of suppliers around the world. Currently, the
principal active sources are located in Norway, Canada, Australia, India and
South Africa. As one of the few vertically-integrated producers of sulfate
process pigments, Kronos operates a rock ilmenite mine near Hauge i Dalane,
Norway, which provided &all of Kronos’ feedstock for its European sulfate process
pigment plants in 1994, Kronos' mine is also a commercial source of rock
ilmenite for other sulfate process producers in Europe. The Company believes it
supplies nearly 40% of the Western European demand, including the Company, for
sulfate feedstock. Kronos also purchases sulfate grade slag under contracts
negotiated annually with QIT and Tinfos Titanium and Iron K/S.
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Kronos believes the availability of titanium-containing feedstock for both
the chloride and sulfate processes Is adequate in the near term; however,
tightening supplies for the chloride process may be encountered in the late
1990s. Kronos does not anticipate experiencing any interruptions of its raw
material supplies.

Ti0, manufacturing joint venture

In October 1993, Kronos formed a manufacturing joint venture with Tioxide
Group, Ltd., a wholly-owned subsidiary of Imperial Chemicals Industries PLC
("Tioxide"). The joint venture, which is equally owned by subsidiaries of Kronos
and Tioxide (the "Partners"), owns and operates the Louisiana chloride process
Ti0, plant formerly owned by Kronos. Production from the plant is shared equally
by Kronos and Tioxide pursuant to separate offtake agreements.

A supervisory committee, composed of four members, two of whom are
appointed by each Partner, directs the business and affairs of the joint venture,
including production and output decisions. Two general managers, one appointed
and compensated by each Partner, manage the day-to-day operations of the joint
" venture acting under the direction of the supervisory committee.

The manufacturing joint venture is intended to be operated on a break-even
basis and, accordingly, Kronos'’ transfer price for its share of the TiO, produced
is equal to its share of the joint venture’s production costs and interest
expense. Kronos' share of the production costs are reported as cost of sales as
the related TiO, acquired from the joint venture is sold, and its share of the
joint venture’s interest expense 1s reported as a component of interest expense.

Competition

The TiO, industry is highly competitive. During the late 1980s worldwide
demand approximated available supply and the major producers, including Kronos,
were operating at or near available capacity and customers generally were served
on an allocation basis. During the early 1990s, supply exceeded demand,
primarily due to mnew chloride process capacity coming on-stream. Relative
supply/demand relationships, which had a favorable impact on industry-wide prices
during the late 1980s, had a negative impact during the recent downward cycle.
During 1994, demand growth resulting from improved economic conditions, coupled
with limited capacity increases, improved industry capacity utilization to about
92% and resulted in increases in worldwide prices. During the last upturn cycle,
which ended in early 1990, peak average TiO, prices were ‘about 70% higher than
the previous trough.

New plant capacity additions in the worldwide TiO, market ‘are slow to
develop because of the significant capital expenditures and substantial lead time
(typlcally three to five years in the Company’s experience) for, among other
things, planning, obtaining environmental approvals and construction.

v Kronos competes primarily on the basis of price, product quality and
technical service, and the availability of high performance pigment grades.
Although certain T1i0, grades are considered specialty pigments, the majority of
grades and substantially all of Kronos’ production are considered commodity
pigments with price generally being the most significant competitive factor.
Kronos has an estimated worldwide TiO, market share of 11%, and believes that it
is the leading marketer of TiOz in a2 number of countries, including Germany and
Canada.
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Kronos’ principal competitors are E.I. du Pont de Nemours & Co. ("DuPont");
Imperial Chemical Industries PLC (Tioxide); Hanson PLC (SCM Chemicals); Kemira
Oy; Ishihara Sangyo Kaisha, Ltd.; Bayer AG; Thann et Mulhouse; and Kerr-McGee
Corporation. These eight competitors have estimated individual worldwide market
shares ranging from 4% to 21%, and an estimated aggregate 74% share. DuPont has
over one-half of total U.S. Ti0, production capacity and is Kronos’ principal
North American competitor.

Kronos has completed a major environmental protection and improvement
program that commenced in the early 1980s to replace or modify its TiO,
production facilities for compliance with various environmental laws by their
respective effective dates. All of Kronos’ plants now use either the low waste-
yielding chloride process, or the sulfate process with reprocessing or
neutralization of waste acid. Although these upgrades increased operating costs,
they are expected to reduce future capital expenditures that Kronos would
otherwise need to incur as environmental standards are increased. See
"Regulatory and Environmental Matters".

Rheox
Products and operations

Rheological additives control the flow and leveling characteristics for a
variety of products, including paints, inks, lubricants, sealants, adhesives and
cosmetics. Organoclay rheological additives are clays which have been chemically
reacted with organic chemicals and compounds. - Rheox produces rheological
additives for both solvent-based and water-based systems. Rheox believes it is
the world’s largest producer of rheological additives for solvent-based systems,
supplying approximately 40% of the worldwide market, and is also & supplier of
rheological additives used in water-based systems. Rheological additives for
solvent-based systems accounted for 84% of Rheox's sales in 1994, with the
remainder being principally rheological additives for water-based systems. Rheox
introduced & number of new products during the past three years, many of which
are for water-based systems, which currently represent a larger portion of the
market than solvent-based systems. As a result, the portion of Rheox’'s sales
representing additives for water-based systems has increased from 10% to 16%
during the past few years. The Company believes water-based additives will
account for an increasing portion of the market in the long term. Rheox also
focused on product development for environmental applications with new products
introduced for non-volatile additives in both water-based and solvent-based
coatings. : :

Sales of rheological additives generally follow overall economic growth in
Rheox’'s principal markets and are influenced by the volume of shipments of the
worldwide coatings industry. Since Rheox's rheological additives are used in
industrial coatings, plant and equipment spending has an influence on demand for
this product line.

Manufacturing process and raw materials

The primary raw materials utilized in the production of rheological
additives are bentonite clays, hectorite clays, quaternary amines, polyethylene
waxes and castor oil-derivatives. Bentonite clays are currently purchased under
a three-year contract, renewable through 2004, with a subsidiary of Dresser
Industries, Inc. ("Dresser"), which has significant bentonite reserves in
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Wyoming. This contract assures Rheox the right to purchase its anticipated
requirements of bentonite clays for the foreseeable future, and Dresser’s
reserves are believed to be sufficient for such purpose. Hectorite clays are
mined from Company-owned reserves in Newberry Springs, California, which the
Company believes are adequate to supply its needs for the foreseeable future.
The Newberry Springs ore body contains the largest known commercial deposit of
hectorite clays in the world. Quaternary amines are purchased primarily from a
joint venture company 50%-owned by Rheox and are also generally available on the
open market from a number of suppliers. Castor oil-based rheological additives
are purchased from sources in the United States and abroad. Rheox has a supply
contract with a manufacturer of these products which may not be terminated
without 180 days notice by either party.

Competition

Competition in the specialty chemicels industry is generally concentrated
in the areas of product uniqueness, quality and availability, technicel service,
knowledge of end-use applications and price. Rheox’s principal competitors for
rheological additives for solvent-based systems are Laporte PLC and Sud-Chemie
AG. Rheox’s principal competitors for water-based systems are Rohm and Haas
Company, Hercules Incorporated, The Dow Chemical Company and Union Carbide
Corporation.

Research and Development

The Company’s annual expenditures for research and development and
technical support programs have averaged approximately $10 million annually
during the past three years with Kronos accounting for approximately three-
quarters of the annual spending. Research and development activities related to
TiO, are conducted principally at the Leverkusen, Germany facility. Such
activities are directed primarily toward improving both the chloride and sulfate
production processes, improving product quality and strengthening Kronos'’
competitive position by developing new pigment applications. Activities relating
to rheological additives are conducted primarily in the United States and are
directed towards the .development of new products for water-based systems,
environmental applications and new end-use applications for existing product
lines.

Patents and Trademarks

Patents held for products and production processes are believed to be
important to the Company and contribute to the continuing business activities of
Kronos and Rheox. The Company continually seeks patent protection for its
technical developments, principally in the United States, Canada and Europe, and
from time to time enters into licensing arrangements with third parties. In
connection with the formation of the manufacturing joint venture with Tioxide,
Kronos and certain of its subsidiaries exchanged proprietary chloride process and
product technologies with Tioxide and certain of its affiliates. Use by each
recipient of the other’s technology in Europe is restricted until October 1996.
See "Kronos - TiO, manufacturing joint wventure”.

The Company’s major trademarks, including Kronos, Titanox and Rheox, are

protected by registration in the United States and elsewhere with respect to
those products it manufactures and sells.
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Foreign Operations

The Company'’s chemical businesses have operated in international markets
since the 1920s. Most of Kronos’ current production capacity is located in
Europe and Canada, and approximately one-third of Rheox's sales in the past three
years have been attributable to European production. Approximately three-
quarters of the Company’s 1994 consolidated sales were attributable to non-U.S.
customers, including 13% attributable to customers in areas other than Europe and
Canada. Foreign operations are subject to, among other things, currency exchange
rate fluctuations and the Company's results of operations have in the past been
both favorably and unfavorably affected by fluctuations in currency exchange
rates. Effects of fluctuations in currency exchange rates on the Company'’s
results of operations are discussed in Item 7 - "Management’s Discussion and
Analysis of Financial Condition and Results of Operations."”

Political and economic uncertainties in certain of the countries in which
the Company operates may expose it to risk of loss. The Company does not believe
that there is currently eny likelihood of material loss through political or
economic instability, selzure, nationalization or similar event. The Company
cannot predict, however, whether events of this type in the future could have a
material effect on its operations. The Company’'s manufacturing and mining
operations are also subject to extensive and diverse environmental regulation in
each of the foreign countries in which they operate. See "Regulatory and
Environmental Matters".

Customer Base and Seasonality

The Company believes that neither its aggregate sales nor those of any of
its principal product groups are concentrated in or materially dependent upon any
single customer or small group of customers. Neither the Company's business as
a whole nor that of any of its principal product groups is seasonal to any
significant extent. Due in part to the increase in paint production in the
spring to meet the spring and summer painting season demand, TiO, sales are
generally higher in the second and third calendar quarters than in the first and
fourth calendar quarters. Sales of rheological additives are influenced by the
worldwide industrial protective coatings industry, where second calendar quarter
sales are generally the strongest. '

Employees

As of December 31, 1994, the Company employed approximately 3,100 persons
(down from approximately 3,200 at December 31, 1993), excluding the joint venture
employees, with approximately 400 employees in the United States and
approximately 2,700 at sites outside the United States. Hourly employees in
production facilities worldwide are representéd by a variety of labor unions,
with labor agreements having various expiration dates. The Company believes its
labor relations are good.




Regulatory and Environmental Matters

Certain of the Company’s businesses are and have been engaged in the
handling, manufacture or use of substances or compounds that may be considered
toxic or hazardous within the meaning of applicable environmental laws. As with
other companies engaged in similar businesses, certain past and current
operations and products of the Company have the potential to cause environmental
or other damage. The Company has implemented and continues to implement various
policies and programs in an effort to minimize these risks. The policy of the
Company 1is to achieve compliance with applicable environmental laws and
regulations at all its facilities and to strive to improve its environmental

performance. It 1s possible that future developments, such as stricter
requirements of environmental laws and enforcement policies thereunder, could
adversely affect the Company’s production, handling, wuse, storage,

transportation, sale or disposal of such substances.

The Company’s U.S. manufacturing operations are governed by federal
environmental and worker health and safety laws and regulations, principally the
Resource Conservation and Recovery Act, the Occupational Safety and Health Act,
the Clean Alr Act, the Clean Water Act, the Safe Drinking Water Act, the Toxic
Substances Control Act and the Comprehensive Environmental Response, Compensation
and Liability Act, as amended by the Superfund Amendments and Reauthorization Act
("CERCLA"), as well as the state counterparts of these statutes. The Company
believes that all of its U.S. plants and the Louisiana plant owned and operated
by the joint venture are in substantial compliance with applicable requirements
of these laws. From time to time, the Company’s facilities may be subject to
environmental regulatory enforcement under such statutes. Resolution of such
matters typically involves the establishment of compliance programs.
Occasionally, resolution may result in the payment of penalties, but to date such
penalties have not involved amounts having a material adverse effect on the
Company’s consolidated financial position, results of operations or liquidity.

The Company’s European and Csnadian production facilities operate in an
environmental regulatory framework in which governmental authorities typically
are granted broad discretionary powers which allow them to issue operating
permits required for the plants to operate. The Company believes that all its
plants are in substantial compliance with applicable environmental laws.

While the laws regulating operations of industrial facilities in Europe
vary from country to country, a common regulatory denominator is provided by the
European Union (the "EU"). Germany, Belgium and the United Kingdom, members of
the EU, follow the initiatives of the EU. Norway, although not a member,
generally patterns its environmental regulatory actions after the EU. The
Company believes that Kronos is in substantial compliance with agreements reached
with European environmental authorities and with an EU directive to control the
effluents produced by Ti0, production facilities. The Company believes that
Rheox is in substantial compliance with the environmental regulations in Germany
and the United Kingdom,

In order to reduce sulfur dioxide emissions into the atmosphere, Kronos is
currently installing off-gas desulfurization systems at its German and Norwegian
plants at an estimated cost of $32 million and expects to complete the systems
in 1996. Kronos intends to install a $10 million off-gas desulfurization system
at its Belgian plant by 1998. The manufacturing joint venture has installed a
$17 million off-gas desulfurization system at the Louisiana plant which commenced
operation in early 1995. In addition, Kronos expects to complete an $11 million
water treatment chemical purification project at its Leverkusen, Germany facility
in 1996.

-8-



Kronos' ilmenite mine near Hauge i Dalane had a permit for the offshore
disposal of tailings through February 1994. In February 1994, Kronos completed
an onshore disposal system to replace the offshore disposal of tailings.

The Quebec provincial government has environmental regulatory authority
over Kronos'’ Canadian chloride and sulfate process TiO, production facilities in
Varennes, Quebec. The provincial government regulates discharges into the St.
Lawrence River. In May 1992, the Quebec provincial government extended Kronos'’
right to discharge effluents from its Canadian sulfate process Ti0, plant into
the St. Lawrence River until June 1994. Kronos completed & new $25 million waste
acid neutralization facility and discontinued discharging waste acid effluents
into the St. Lawrence River in June 1994. Notwithstanding the above-described
agreement, in March 1993 Kronos’ Canadian subsidiary and two of its directors
were charged by the Canadian federal government with five violations of the
Canadian Fisheries Act relating to discharges into the St. Lawrence River from
the Varennes sulfate process TiO, production facility. The penalty for these
violations, if proven, could be up to Canadian $15 million. Additional charges,
if brought, could involve additional penalties. The Company has moved to dismiss
the case. The Company believes that this charge is inconsistent with the
extension granted by provincial authorities, referred to above.

The Company’s future capital expenditures related to its ongoing
environmental protection and improvement program are currently expected to be
approximately $57 million, including $33 million in 1995.

The Company has been named as a defendant, potentially responsible party
("PRP"), or both, pursuant to CERCLA and similar state laws, in approximately 80
governmental enforcement and private actions assoclated with waste disposal sites
and facilities currently or previously owned, operated or used by the Company,
many of which are on the U.S. Environmental Protection Agency’s Superfund
National Priorities List or similar state 1lists. See Item 3 - *"Legal
Proceedings”,

ITEM 2. PROPERTIES

Kronos currently operates four TiO, facilities in Europe (Leverkusen and
Nordenham, Germany; Langerbrugge, Belgium; and Fredrikstad, Norway). In North
America, Kronos has a facility in Varennes, Quebec, Canada and, through the
manufacturing joint venture described above, a one-half interest in a plant in
Lake Charles, Louisiana which commenced production in 1992, Certain of the
Company’s properties collateralize long-term debt agreements. See Note 10 to the
Consolidated Financial Statements.

Kronos' principal German operating subsidiary leases the land under its
Leverkusen Ti0, production facility pursuant to a lease expiring in 2050. The
Leverkusen facility, with approximately one-third of Kronos’ current TiO,
production capacity, is located within the lessor’s extensive manufacturing
complex, and Kronos is the only unrelated party so situated. Under a separate
supplies and services agreement, which expired in 1991 and to which an extension
through 2011 has been agreed in principle, the lessor provides some raw
materials, auxiliary and operating materials and utilities services necessary to
operate the Leverkusen facility. Kronos and the lessor are continuing
discussions regarding a definitive agreement for the extension of the supplies
and services agreement. Both the lease and the supplies and services agreement
restrict Kronos’ ability to transfer ownership or use of the Leverkusen facility.
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All of Kronos’ principal production facilities described above are owned,
except for the land under the Leverkusen facility. Kronos has a governmental
concession with an unlimited term to operate its ilmenite mine in Norway.

Specialty chemicals are produced by Rheox at facilities in Charleston, West
Virginia; Newberry Springs, California; St. Louils, Missouri,; Livingston, Scotland
and Nordenham, Germany. All of such production facilities are owned.

ITEM 3. LEGAL PROCEEDINGS
Lead pigment litigation

The Company was formerly involved in the manufacture of lead pigments for
use in paint and lead-based paint. The Company has been named as a defendant or
third party defendant in various legal proceedings alleging that the Company and
other manufacturers are responsible for personal injury and property damage
allegedly associated with the use of lead pigments. The Company is vigorously
defending such litigation. Considering the Company'’s previous involvement in the
lead pigment and lead-based paint businesses, there can be no assurance that
additional litigation, similar to that described below, will not be filed. In
addition, various legislation and administrative regulations have, from time to
time, been enacted or proposed that seek to (a) impose various obligations on
present and former manufacturers of lead pigment and lead-based paint with
respect to asserted health concerns associated with the use of such products and
(b) effectively overturn court decisions in which the Company and other pigment
manufacturers have been successful. One such bill that would subject lead
pigment manufacturers to civil liability for damages caused by lead-based paint
on the basis of market share, and that extends certain statutes of limitations,
passed the Massachusetts House of Representatives in 1993, The same bill,
reintroduced in the Massachusetts legislature in 1994 and defeated in the House
of Representatives, was again reintroduced in 1995, No 1legislation or
regulations have been enacted to date which are expected to have a material
adverse effect on the Company’s consolidated financial position, results of
operations or liquidity. The Company has not accrued any amounts for the pending
lead pigment litigation. Although no assurance can be given that the Company
will not incur future liability in respect of this litigation, based on, among
other things, the results of such litigation to date, the Company believes that
the pending lead pigment litigation is without merit. Liability, if any, that
may result is not reasonably capable of estimation.

In 1989 and 1990, the Housing Authority of New Orleans ("HANO") filed
third-party complaints for indemnity and/or contribution against the Company,
other alleged manufacturers of lead pigment (together with the Company, the
"pigment manufacturers") and the Lead Industries Association (the "LIA") in 14
actions commenced by residents of HANO units seeking compensatory and punitive
damages for injuries allegedly caused by lead pigment. The actions in the Civil
District Court for the Parish of Orleans, State of Louisiana were dismissed by
the district court in 1990. Subsequently, HANO agreed to consolidate all the
cases and appealed eleven of them. In March 1992, the Louisiana Court of
Appeals, Fourth Circuit, dismissed HANO's appeal as untimely with respect to
three of these cases, With respect to the other eight cases included in the
appeal, the court of appeals reversed the lower court decision dismissing the
cases due to inadequate pleading of facts. These eight cases have been remanded
to the district court for further proceedings. In November 1994, the district
court granted defendants’ motion for summary judgment in one of the eight
remaining cases.
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In December 1991, the Company received a copy of a complaint filed in the
Civil District Court for the Parish of Orleans seeking indemnification and/or
contribution against the Company and eight other defendants for approximately
$4.5 million in settlements paid to HANO residents (Housing Authority of New
Orleans v. Hoechst Celanese Corp., et al., No. 91-28067). These claims appear
to be based upon the same theories which HANO had previously filed. The Company
has not been served.

In June 1989, a complaint was filed in the Supreme Court of the State of
New -York, County of New York, against the pigment manufacturers and the LIA.
Plaintiffs seek damages, contribution and/or indemnity in an amount in excess of
$50 million for monitoring and asbating alleged lead paint hazards in public and
private residential buildings, diagnosing and treating children allegedly exposed
to lead paint in city buildings, the costs of educating city residents to the
hazards of lead paint, and liability in personal injury actions against the City
and the Housing Authority based on alleged lead poisoning of city residents (The
City of New York, the New York City Housing Authority and the New York City
Health and Hospitals Corp. v. Lead Industries Association, Inc., et al., No.
89-4617). In December 1991, the court granted the defendants’ motion to dismiss
claims alleging negligence and strict liability and denied the remainder of the
motion, In January 1992, defendants appealed the denial. The Company has
answered the remaining portions of the complaint denying all allegations of
wrongdoing, and the case is in discovery. In December 1992, plaintiffs filed a
motion to stay the claims of the City of New York and the New York City Health
and Hospitals Corporation pending resolution of the Housing Authority’s claim.
In May 1993, the Appellate Division of the Supreme Court affirmed the denial of
the motion to dismiss plaintiffs’ fraud, restitution, conspiracy and concert of
action claims, In August 1993, the defendants'’ motion for leave to appeal was
denied. In May 1994, the trial court granted the defendants’ motion to dismiss
the plaintiffs’ restitution and indemnification claims, and plaintiffs have
appealed. Defendants have moved for summary judgment on the remaining fraud
claim.

In March 1992, the Company was served with a complaint in Skipworth v.
Sherwin-Williems Co., et &l. (No. 92-3069), Court of Common Pleas, Philadelphia
County. Plaintiffs are a minor and her legal guardians seeking damages from lead
paint and pigment producers, the LIA, the Philadelphia Housing Authority and the
owners of the plaintiffs’ premises for bodily injuries allegedly suffered by the
minor from lead-based paint. Plaintiffs’ counsel has asserted that approximately
200 similar complaints would be served shortly, but no such complaints have yet
been served. In April 1994, the court granted defendants’ motion for summary
Judgment and plaintiffs appealed that decision in June 1994,

In August 1992, the Company was named as & defendant and served with an
amended complaint in Jackson, et gl. v. The Glidden Co., et al., Court of Common
Pleas, Cuyahoga County, Cleveland, Ohio (Case No. 236835). Plaintiffs seek
compensatory and punitive damages for personal injury caused by the ingestion of
lead, and an order directing defendants to abate lead-based paint in buildings.
Plaintiffs purport to represent a class of similarly situated persons throughout
the State of Ohio. The amended complaint identifies 18 other defendants who
allegedly manufactured lead products or lead-based paint, and asserts causes of
action under theories of strict 1iability, negligence per se, negligence, breach
of express and implied warranty, fraud, nuisance, restitution, and negligent
infliction of emotional distress. The complaint asserts several theories of
liability including joint and several, market share, enterprise and alternative
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liability. In October 1992, the Company &nd the other defendants moved to
dismiss the complaint with prejudice. In July 1993, the court dismissed the
complaint. In December 1994, the Ohio Court of Appeals reversed the trial court
dismissal and remanded the case to the trial court.

In November 1993, the Company was served with a complaint in Brenner, et
al. v. American Cyanamid, et al., Supreme Court, State of New York, Erie County
alleging injuries to two children purportedly caused by lead pigment. The
complaint seeks $24 million in compensatory and $10 million in punitive damages
for alleged negligent fallure to warn, strict products liability, fraud and
misrepresentation, concert of action, civil conspiracy, enterprise liability,
market share ligbility, and alternative liability. In January 1994, the Company
answered the complaint, denying lisbility. Discovery is proceeding.

In January 1995, the Compeny was served with complaints in Wright (Alvin)
and Wright (Allen) v. Lead Industries, et. al., (Nos. 94-363042 and 363043),
Circuit Court, Baltimore City, Maryland. Plaintiffs are two brothers (one
deceased) who allege injuries due to exposure to lead pigment. Each complaint
seeks more than $100 million in compensatory and punitive damages for alleged
strict 1liability, breach of warranty, negligence, conspiracy and fraud claims.

The Company believes that the foregoing lead pigment actions are without
merit and intends to continue to deny all allegations of wrongdoing and liability
and to defend such actions vigorously.

The Company has filed declaratory judgment actions against various
insurance carriers seeking costs of defense and indemnity coverage for certain
of its environmental and lead pigment litigation. NL Industries, Inc. v.
Commercial Union Insurance Cos., et al., Nos. 90-2124, -2125 (HLS). In May 1990,
the Company filed an action in the United States District Court for the District
of New Jersey against Commercial Union Insurance Company ("Commercial Union")
seeking to recover defense costs incurred in the City of New York lead pigment
case and two other cases which have since been resolved in the Company'’s favor.
In July 1991, the court grented the Company’s motion for summary judgment and
ordered Commercial Union to pay the Company’s reasonable defense costs for such
cases. In June 1992, the Company filed an amended complaint in the United States
District Court for the District of New Jersey against Commercial Union seeking
to recover costs incurred in defending four additional lead pigment cases which
have since been resolved in the Company’s favor. In August 1993, the court
granted the Company’s motion for summary judgment and ordered Commercial Union
to pay the reasonable costs of defending those cases. In July 1994, the court
entered judgment on the order requiring Commercial Union to pay previously-
incurred Company costs in defending those cases. Commercial Union has appealed.
Other than a magistrate’s recommendation to grant motions for summary judgment
brought by two excess insurance carriers, which contended that their policies
contained unique pollution exclusion language, and a grant by the court of
certain motions regarding policy periods, the court has not made any rulings on
defense costs or indemnity coverage with respect to the Company’s pending
environmental 1litigation or on indemnity coverage in the lead pigment litigation.
No trial dates have been set. Other than rulings to date, the issue of whether
insurance coverage for defense costs or indemnity or both will be found to exist
depends upon a varlety of factors, and there can be no assurance that such
insurance coverage will exist in other cases. The Company has not considered any
insurance recoveries for lead pigment or environmental litigation in determining
related accruals.
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Environmental matters and litigation

The Company has been named as a defendant, PRP, or both, pursuant to CERCLA
and similar state laws in approximately 80 governmental and private actiomns
associated with waste disposal sites and facilities currently or previously
owned, operated or used by the Company, or its subsidiaries, or their
predecessors, many of which are on the U.S. Environmental Protection Agency'’s
("U.S. EPA") Superfund National Priorities List or similar state lists. These
proceedings seek cleanup costs, damages for personal injury or property damage,
or both. Certain of these proceedings involve claims for substantial amounts.
Although the Company may be jointly and severally liable for such costs, in most
cases it is only one of a number of PRPs who are also jointly and severally
liable. 1In addition to the matters noted above, certain current and former
facilities of the Company, including several divested secondary lead smelter and
former mining locations, are the subject of environmental investigations or
litigation arising out of industrial waste disposal practices and mining
activities.

The extent of CERCLA liability cannot be determined until the Remedial
Investigation and Feasibility Study ("RIFS") is complete, the U.S. EPA issues a
record of decision and costs are allocated among PRPs. The extent of liability
under analogous state cleanup statutes and for common law equivalents are subject
to similar uncertainties. The Company believes it has provided adequate accruals
for reasonably estimable costs for CERCLA matters and other environmental
liabilities. At December 31, 1994, the Company had accrued $87 million in
respect of those environmental matters which are reasonably estimable. The
Company determines the amount of accrual on a quarterly basis by analyzing and
estimating the range of possible costs to the Company. Such costs include, among
other things, remedial investigations, monitoring, studies, clean-up, removal and
remediation. It is not possible to estimate the range of costs for certain
sites. The Company has estimated that the upper end of the range of reasonably
possible costs to the Company for sites for which it is possible to estimate
costs is approximately $§160 million. No assurance can be given that actual costs
will not exceed accrued amounts or the upper end of the range for sites for which
estimates have been made, and no assurance can be given that costs will not be
incurred with respect to sites as to which no estimate presently can be made.
The imposition of more stringent standards or requirements under environmental
laws or regulations, new developments or changes respecting site cleanup costs
or allocation of such costs among PRPs, or a determination that the Company is
potentially responsible for the release of hazardous substances at other sites
could result in expenditures in excess of amounts currently estimated by the
Company to be required for such matters. Further, there can be no assurance that
additional environmental matters will not arise in the future. More detailed
descriptions of certain legal proceedings relating to environmental matters are
set forth below.

The Company has been identified as a PRP by the U.S. EPA because of its
former ownership of three secondary lead smelters (battery recycling plants) in
Pedricktown, New Jersey; Granite City, Illinois; and Portland, Oregon. In all
three matters, the Company voluntarily entered into administrative consent orders
with the U.S. EPA requiring the performance of a RIFS, a study with the objective
of identifying the nature and extent of the hazards, if any, posed by the sites,
and selecting a remedial action, if necessary.
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At Pedricktown, the U.S. EPA divided the site into two operable units.
Operable unit one covers contaminated ground water, surface water, soils and
stream sediments. The Company submitted the final RIFS for operable unit one to
the U.S. EPA in May 1993. 1In July 1994, the U.S. EPA issued the Record of
Decision for operable unit one. The U.S. EPA estimates the cost to complete
operable unit one is $18.7 million. The U.S. EPA has not yet issued a notice or
an order requiring implementation of operable unit one. In addition, the U.S.
EPA has completed the fifth phase of a removal action on the soils and sediments
of a stream at the site, at an estimated total cost of $2 million. The U.S. EPA
issued & Unilateral Administrative Order (Index No. I1-CERCLA 20205) with respect
to operable unit two in March 1992 to the Company and 30 other PRPs directing
immediate removal activities including the cleanup of waste, surface water and
building surfaces. The Company has complied with the order, and the work with
respect to operable unit two 1is nearing completion. The Company has paid
approximately 50% of operable unit two costs, or $2.5 million.

At Granite City, the RIFS is complete, and in 1990 the U.S. EPA selected
a remedy estimated to cost approximately $28 million. In July 1991, the United
States filed an action in the U.S. District Court for the Southern District of
Illinois against the Company and others (United States of America v. NL
Industries, Inc., et al., Civ. No. 91-CV 00578) with respect to the Granite City
smelter. The complaint seeks injunctive relief to compel the defendants to
comply with an administrative order issued pursuant to CERCLA, and fines and
treble damages for the alleged failure to comply with the order. The Company and
the other parties did not comply with the order believing that the remedy
selected by the U.S. EPA was invalid, arbitrary, capricious and not in accordance
with law. The complaint also seeks recovery of past costs of $.3 million and a
declaration that the defendants are liable for future costs. Although the action
was filed against the Company and ten other defendants, there are 330 other PRPs
who have been notified by the U.S. EPA. Some of those notified were also
respondents to the administrative order. In February 1992, the court entered a
case management order directing that the remedy issues be tried before the
liability aspects are presented. In August 1994, when the U.S. EPA reinitiated
the residential yard soils remediation in Granite City after an agreed-upon stay
of the cleanup pending completion of a health study and reopening of the
administrative record, the PRPs and the City of Granite City sought an injunction
against the U.S. EPA to’ prevent further cleanup until after the record was
reopened for submittal of additional comments on the selected remedy. In October
1994, the U.S. EPA issued its proposed plan for addressing residential yard soils
in Granite City. The U.S. EPA presented no estimate of costs for this work. The
administrative record was reopened for public comment, and the Company, along
with other PRPs, submitted extensive comments on the proposed residential soils
cleanup plan. In February 1995, the U.S. EPA issued its proposed plan for the
Main Industrial Area, the remaining remote fill areas and ground water at the
site, which is estimated by the U. S. EPA to cost approximately $9.2 million.
The administrative record has been reopened for public comments on this phase of
the cleanup.

Having completed the RIFS at Portland, the Company conducted predesign
studies to explore the visbility of the U.S. EPA's selected remedy pursuant to
a June 1989 consent decree captioned U.S. v. NL Industries, Inc., Civ. No. 89-
408, United States District Court for the District of Oregon. Subsequent to the
completion of the predesign studies, the U.S. EPA issued notices of potential
liability to approximately 20 PRPs, including the Company, directing them to
perform the remedy, which was iInitially estimated to cost approximately
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$17 million, exclusive of administrative and overhead costs and any additional
costs, for the disposition of recycled materials from the site. In January 1992,
the U.S. EPA issued unilateral administrative orders Docket No., 1091-01-10-106
to the Company and six other PRPs directing the performance of the remedy. The
Company &nd the other FRPs commenced performance of the remedy and, through
December 31, 1994, the Company and the other PRPs had spent approximately $18
million. Based upon site operations to date, the remedy is not proceeding in
accordance with engineering expectations or cost projections; therefore, the
Company and the other PRPs have met with the U.S. EPA to discuss alternative
remedies for the site. The U.S. EPA guthorized the Company and the other PRPs
to cease performing most aspects of the selected remedy. In September 1994, the
Company and the other PRPs submitted a focused feasibility study ("FFS") to the
U.S. EPA, which proposes alternative remedies for the site. The U.S. EPA is
considering the alternatives proposed in the FFS. Pursuant to an interim
allocation, the Company‘'s share of remedial costs is approximately 50%. 1In
November 1991, Gould, Inc., the current owner of the site, filed an action, Gould
Inc. v. NL Industries, Inc., No. 91-1091, United States District Court for the
District of Oregon, against the Company for damages for alleged fraud in the sale
of the smelter, rescission of the sale, past CERCLA response costs and a
declaratory judgment allocating future response costs and $5 million in punitive
damages. The court granted Gould’s motion to amend the complaint to add
additional defendants (adjoining current and former landowners) and third party
defendants (generators). The amended complaint deletes the fraud and punitive
damages claims asserted against NL; thus, the pending action is essentially one
for reallocation of past and future cleanup costs. In March 1993, the parties
agreed to a case management order limiting discovery until 1995. In December
1994, Gould amended its complaint adding approximately 15 additional generator
defendants and two additional owner/operator defendants. Discovery 1is
proceeding. A trial date has been tentatively set for September 1996.

There are several actions pending relating to alleged contamination at
other properties formerly owned or operated by the Company or its subsidiaries
or their predecessors. 1In one of those cases, suit was filed in November 1992
against the Company asserting claims arising out of the sale of a former business
of the Company to Exxon Chemical Company (Exxon Chemical Company v. NL
Industries, Inc., United States District Court for the Southern District of
Texas, No. H-92-3360). The action sought contractual indemnification,
contribution under CERCLA for costs associated with the environmental assessment
and cleegnup at nine properties included in the sale, a declaration of liability
for future environmental cleanup costs, and punitive damages for fraud.
Plaintiff asserted that past and future cleanup costs, business interruption, and
asset value losses and legal and site assessment costs were approximately $25
million. In December 1994, this matter was settled within previously accrued
amounts,

The Company and other PRPs entered into an administrative consent order
with the U.S. EPA requiring the performance of a RIFS at two sites in Cherokee
County, Kansas, where the Company and others formerly mined lead and zinc. A
predecessor of the Company mined at the Baxter Springs subsite, where it is the
largest viable PRP. The final RIFS was submitted to the U.S. EPA in May 1993,

In August 1994, the U.S. EPA issued its proposed plan for the cleanup of the
Baxter Springs and Treece sites in Cherokee County. The proposed remedy is
estimated by U.S. EPA to cost $6 million.
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In January 1989, the State of Illinois brought an action against the
Company and several other subsequent owners and operators of the former lead
oxide plant in Chicago, Illinoils (People of the State of Illinois v. NL
Industries, et al., No. 88-CH-11618, Circuit Court, Cook County). The complaint
seeks recovery of $2.3 million of cleanup costs expended by the Illinois
Environmental Protection Agency, plus penalties and treble damages. In October
1992, the Supreme Court of Illinoils reversed the Appellate Division, which had
affirmed the trial court’s earlier dismissal of the complaint, and remanded the
case for further proceedings. In December 1993, the trial court denied the
State’'s petition to reinstate the complaint, and dismissed the case with
prejudice. The State’s appeal of this ruling is pending.

In 1980, the State of New York commenced litigation against the Company in
connection with the operation of a plant in Colonie, New York formerly owned by
the Company. Flacke v. NL Industries, Inc., No. 1842-80 ("Flacke I") and Flacke
v. Federal Insurance Company and NL Industries, Inc., No. 3131-92 ("Flacke II"),
New York Supreme Court, Albany County. The plant manufactured military and
civilian products from depleted uranium and was acquired from the Company by the
U.S. Department of Energy ("DOE") in 1984. Flacke I seeks penalties for alleged
violations of New York'’s Environmental Conservation Law, and of a consent order
entered into to resolve these alleged violations. Flacke 11 seeks forfeiture of
a $200,000 surety bond posted in connection with the consent order, plus interest
from February 1980, The Company denied 1liability in both actions. The
litigation had been inactive from 1984 until July 1993 when the State moved for
partial summary judgment for approximately $1.5 million on certain of its claims
in Flacke I and for summary judgment in Flacke II. In January 1994, the Company
cross-moved for summary judgment in Flacke I and Flacke I1. All summary judgment
motions have been denied and both parties have appealed.

Residents in the vicinity of the Company’s former Philadelphia 1lead
chemicals plant commenced a class action allegedly comprised of over 7,500
individuals seeking medical monitoring and damages allegedly caused by emissions
from the plant. Wagner, et al. v. Anzon, Inc. and NL Industries, Inc., No. 87-
4420, Court of Common Pleas, Philadelphia County. The complaint sought
compensatory and punitive damages from the Company and the current owner of the
plant, and alleged causes of action for, among other things, negligence, strict
liability, and nuisance. A class was certified to include persons who resided,
owned or rented property, or who work or have worked within up to approximately
three-quarters of a mile from the plant from 1960 through the present. The
Company answered the complaint, denying liability. In November 1994, the jury
returned a verdict in favor of the Company. Plaintiffs have filed post-trial
motions requesting a new trial. Residents also filed consolidated actions in the
United States District Court for the Eastern District of Pennsylvania, Shinozaki
v. Anzon, Inc. and Wagner and Antczak v. Anzon and NL Industries, Inc. Nos. 87-
3441 and 87-3502. The consolidated action is a putative class action seeking
CERCLA response costs, including cleanup and medical monitoring, declaratory and
injunctive relief and civil penalties for alleged violations of the Resource
Conservation and Recovery Act ("RCRA"), and also asserting pendent common law
claims for strict liability, trespass, nuisance and punitive damages. The court
dismissed the common law claims without prejudice, dismissed two of the three
RCRA claims as against the Company with prejudice, and stayed the case pending
the outcome of the state court litigation.
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In July 1991, a complaint was filed in the United States District Court for
the Central District of California, United States of America v. Peter Gull and
NL Industries, Inc., Civ. No. 91-4098, seeking recovery of $2 million in costs
incurred by the United States in response to the alleged release of hazardous
substances into the environment from a facility located in Norco, California,
treble damages and $1.75 million in penalties for the Company’s alleged failure
-~ to comply with the U.S. EPA’s administrative order No. 88-13. The order, which
alleged that the Company arranged for the treatment or disposal of materials at
the Norco site, directed the immediate removal of hazardous substances from the
site. The Company carried out a portion of the remedy at the Norco site, but did
not complete the ordered activities because it believed they were in conflict
with California law. The Company answered the complaint denying liability. The
government claims it expended in excess of $2.7 million for this matter. Trial
was held in March and April 1993. 1In April 1994, the court entered final
judgment in this matter directing the Company to pay $6.3 million plus interest.
The court ruled that the Company was lieble for approximately $2.7 million in
response costs plus approximately $3.6 million in penalties for failure to comply
with the administrative order. Both the Company and the government have
appealed. In August 1994, this matter was referred to mediation, which is
pending.

At a municipal and industrial waste disposal site in Batavia, New York, the
Company and six others have been identified as PRPs. The U.S. EPA has divided
the site into two operable units. Pursuant to an administrative consent order
entered into with the U.S. EPA, the Company is conducting a RIFS for operable
unit one, the closure of the industrial waste disposal section of the landfill.
The Company’s RIFS costs to date are approximately $2 million. In August 1994,
the U.S. EPA issued the proposed plan for operable unit one, which is estimated
- by the U.S. EPA to cost approximately $12.3 million. The Company, along with
other PRPs, submitted extensive comments on the proposed plan. With respect to
the second operable unit, the extension of the municipal water supply, the U.S.
EPA estimated the costs at $1 million plus annual operation and maintenance
costs. The Company and the other PRPs are performing the work comprising
operable unit two. The U.S. EPA has also demanded approximately $.9 million in
past costs from the PRPs.

See Item 1 - "Business - Regulatory and Environmental Matters".
Other litigation

In January 1990, an action was filed in the United States District Court
for the Southern District of Ohio against NLO, Inc., a subsidiary of the Company,
and the Company on behalf of a putative class of former NLO employees and their
families and former frequenters and invitees of the Feed Materials Production
Center ("FMPC") in Ohio (Day, et al. v. NLO, Inc., et al, No. C-1-90-067). The
FMPC is owned by the DOE and was formerly managed under contract by NLO. The
complaint seeks damages for, among other things, emotional distress and damage
to personal property allegedly caused by exposure to radioactive and/or hazardous
materials at the FMPC and punitive damages. This action was certified as a class
action by the court. In July 1994, the parties reached a settlement agreement
pursuant to which the DOE would pay all costs of the settlement and the Company
and NLO were released.

The Company is also involved in various other environmental, contractual,
product liability and other claims and disputes incidental to its present and

former businesses, and the disposition of past properties and former businesses.

-17-




ITEK 4. ‘SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the quarter
ended December 31, 1994,

PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

NL's common stock is listed and traded on the New York and Pacific Stock
Exchanges wunder the symbol "NL". As of February 28, 1995, there were
approximately 10,000 holders of record of NL common stock. The following table
sets forth the high and low sales prices for NL common stock on the New York
Stock Exchange ("NYSE") Composite Tape. On February 28, 1995, the closing price
of NL common stock according to the NYSE Composite Tape was $11-7/8.

High Low

Year ended December 31, 1993:

First quarter $ 6-1/8 $ 4-1/4

Second quarter 5-5/8 3-3/8

Third quarter 6-1/8 3-7/8

Fourth quarter 6 4-1/2
Year ended December 31, 19%4:

First quarter $ 9-5/8 $ 4-3/8

Second quarter 9-1/2 6-1/8

Third quarter 11-7/8 8-3/8

Fourth quarter 13-1/4 9

The Company’s Senior Notes generally limit the ability of the Company to
pay dividends to 50% of consolidated net income, as defined, subsequent to
October 1993. At December 31, 1994, no amounts were available for dividends.

-18-



ITEX 6. SELECTED FINANCIAL DATA

The selected consolidated financial data set forth below should be read in
conjunction with the Consclidated Financial Statements and Notes thereto, and
Item 7 - "Management'’s Discussion and Analysis of Financial Condition and Results
of Operations.”

Years ended December 31,
1990 1991 1992 1993 1994
(In millions, except per share amounts)

INCOME STATEMENT DATA:

Net sales $ 906.6 § 840.3 $ 893.5 $ 805.3 ¢ 888.0
Operating income 251.1 139.0 110.7 62.4 111.4
Income (loss) from continuing '

operations 93.5 (24.0) (44.6) (83.2) (24.0)
Net income (loss) 92.4 (16.5) (76.4) (109.8) (24.0)

Per common share:
Income (loss) from

continuing operations $ 1.42 § (.40) $ (.88) § (1.63) $ (.4M)
Net income (loss) 1.40 (.27) (1.50) (2.16) (.47)
Cash dividends $ .60 $ .60 $ .35 S - $ -

BALANCE SHEET DATA
(at year-end):

Cash, cash equivalents and
current marketable

? securities $§ 443,1 § 353.3 $ 187.9 $ 147.6 § 156.3
: Current assets 884.4 795.5 635.8 467.5 486.4
Total assets _ 1,966.7 1,831.0 1,472.1 1,206.5 1,162.4
Current liabilities 400.4 360.2 248.8 232.5 244.9
Long-term debt including
current maturities 1,269.7 1,288.9 1,035.3 870.9 789.6
Shareholders’ equity
(deficit) 38.6 (58.3) (146.3) (264.8) (293.1)
OTHER DATA:
Net debt (1) $§ 867.4 $ 936.0 $ 847.7 § 723.2 $ 633.4
EBITDA (2) 242.3 126.6 115.1 67.2 101.3
Interest expense, net (3) 60.7 59.9 104.3 95.1 78.9
Cash interest expense,
net (4) 53.0 53.9 98.0 86.8 60.8
Capital expenditures - 195.3 195.1 85.2 48.0 36.9
Ti0, sales volumes
(in thousands metric tons) 274 303 336 346 376
Average Ti0, selling price
index (1983=100) 175 147 139 127 131

-19-




(1)

(2)

3)

(4)

Net debt represents notes payable and long-term debt less cash, cash
equivalents and current marketable securitiles.

EBITDA, as presented, represents operating income less corporate expense,
net, plus depreciation, depletion and amortization. EBITDA is presented
because it is a widely accepted financial indicator of a company’s ability
to incur and gervice debt. However, EBITDA should not be considered as an
alternative to (1) operating income or net income as an indicator of a
company’s operating performance or (ii) cash flows from operating
activities as & measure of a company’s liquidity.

Interest expense, net represents interest expense less general corporate
interest and dividend income.

Cash interest expense, net represents interest expense, net less non-cash
interest expense (deferred interest expense on the Senior Secured Discount
Notes and amortization of deferred financing costs).
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

RESULTS OF OPERATIONS
General

‘The Company’s operations are conducted in two business segments - TiO,
conducted by Kronos and specialty chemicals conducted by Rheox. As discussed
below, TiO, selling prices increased during 1994 after four consecutive years of
a declining price trend. Kronos' operating income and margins improved
significantly during 1994. Based on, among other things, the Company'’s near-term
outlook for its Ti0, business, the Company expects 1995 will be profitable with
anticipated continuing improvements in Ti0, prices and demand.

Net sales and operating income

Years ended December 31, %_Change
1992 1993 1994 1993-92 1994-93

(In millions)
Net sales:

Kronos $

4.6 $697.0 §770.1 -11% +10%
Rheox 8.9

78
10 108.3 117.9 -1% +9%

$893.5 $805.3 $888.0 -10% +10%

Operating income:
Kronos $ 81.9 $ 36.1 $ 80.5 -56% +123%
Rheox 28.8 26.3 30.8 -9% +17%

$110.7 $ 62.4 $111.3 -44% +78%

Percent change in T10,:

Sales volume +3% +9%
Average selling prices
(in billing currencies) -8% +3%

The improvement in Kronos’ 1994 results was primarily due to higher average
selling prices, higher production and sales volumes for TiO, and higher
technology fee income. 1In billing currency terms, Kronos’ 1994 average TiO,
selling prices were approximately 3% higher than in 1993 and were 8% lower in
1993 compared to 1992. Average TiO, selling prices at year-end 1994 were 6%
higher than year-earlier levels and were 10% above the low point reached in 1993.

Record sales volume of 376,000 metric tons of TiO, in 1994 represents an
increase of 9% over 1993, with increases in Europe, North America and other
regions. Due to increasing demand for Ti0, and higher sales volumes, Kronos
increased its capacity utilization to 94% after having reduced its TiO,
production rates in response to weakened demand in late 1992 and 1993. TiO,
sales volumes Iincreased 3% in 1993 over 1992, as increases in North American
sales volumes were partially offset by declining sales volumes in European
markets. Approximately one-half of Kronos'’ 1994 TiO, sales, by volume, were
attributable to markets in Europe with approximately 36% attributable to North
America and the balance to other regions.
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As a result of Kronos' continued emphasis on cost reduction and containment
efforts, Kronos’ unit productiocn costs decreased slightly in 1994 and were only
slightly higher in 1993 compared to year-earlier levels.

Demand, supply and pricing of TiO, have historically been cyclical and the
last cyclical peak for TiO, prices occurred in early 1990. Kronos believes that
its operating income and margins for 1995 will be higher than in 1994 due
principally to the net effect of higher average TiO, selling prices and slightly
higher sales and production volumes, offset in part by increased raw material
costs.

Rheox's operating income improved in 1994 compared to 1993 due to higher
sales volumes and lower operating costs. Operating costs increased during 1993
over 1992, contributing to the decline in FRheox’s 1993 operating income. Changes
in currency exchange rates had a slightly positive effect on sales and operating
income in 1994 and a negative effect in 1993 compared to the respective prior
year.

The Company has substantial operations and assets located outside the
United States (principally Germany, Norway, Belgium and Canada). The U.S. dollar
value of the Company’s foreign sales and operating costs are subject to currency
exchange rate fluctuations which may favorably or adversely impact reported
earnings and effect the comparability of period to period operating results. A
significant amount of the Company’'s sales are denominated in currencies other
than the U.S. dollar (67% in 1994), principally major European currencies and the
Canadian dollar. Certain raw materials, primarily titanium-containing
feedstocks, are purchased in U.S. dollars, while labor and other production costs
are primarily denominated in the local currency. Fluctuations in the value of
the U.S. dollar relative to other currencies decreased 1994 sales by $2 million
compared to 1993 and decreased 1993 sales by $45 million compared to 1992,

General corporate

The following table sets forth certain information regarding general
corporate income (expense).

Years ended December 31, Change
1992 1993 1994 1993-92 1994-93
(In millions)
Securities earnings $ 8.2 § 8.5 § 3.9 $ .3 $C4.6)
Corporate expenses, net (43.4) (41.5) 44.7) 1.9 (3.2)
Interest expense (118.5) {(99.1) (83.9) 19.4 15.2

$(153.7) $(132.1) $(124.7) $21.6 $ 7.4

Securities earnings fluctuate in part based upon the amount of funds
invested and yields thereon. Amounts available for investment have declined over
the past two years. Corporate expenses, net, in 1994 were slightly higher
compared with 1993 as & $20 million gain related to the first quarter 1994
settlement of the Company’s lawsuit against Lockheed Corporation was offset by
increases in provisions for environmental remediation and litigation costs.
Corporate expenses were slightly lower in 1993 compared to 1992 as a $4 million
increase in environmental remediation costs was more than offset by a $9 million
reduction in certain proxy solicitation and litigation settlement expenses.
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Interest expense

Lower levels of debt in 1993 and 1994, principally Kronos’ Deutsche mark-
denominated debt, and lower interest rates on such debt reduced interest expense
in 1993 and 1994 compared to the respective prior-year periods. In addition,
1992 interest expense reflected the benefit of $9 million of capitalized interest
related principally to the Louisiana plant completed in March 1992,

Provision for income taxes

The principal reasons for the difference between the U.S. federal statutory
income tax rates and the Company’s effective income tax rates are explained in
Note 13 to the Consolidated Financial Statements. The Company'’s operations are
conducted on a worldwide basis and the geographic mix of income can significantly
impact the Company’s effective income tax rate. In each of the past three years,
the geographic mix, including losses in certain jurisdictions for which no
current refund was available and in which recognition of a deferred tax asset is
not currently considered appropriate, contributed significantly to the Company's
effective tax rate varying from a normally-expected rate. The Company’s deferred
income tax status at December 31, 1994 is discussed in "Liquidity and Capital
Resources".

Extraordinary item
See Note 16 to the Consolidated Financial Statements.
Changes in accounting principles

See Notes 2 and 19 to the Consolidated Financial Statements.

-23.




LIQUIDITY AND CAPITAL RESOURCES

The Company'’s consolidated cash flows provided by operating, investing and
financing activities for each of the past three years are presented below.

Years ended December 31,

1992 1993 1994
(In millions)

Net cash provided (used) by:

Operating activities $ (b4.7) § (7.3) $ 181.7

Investing activities 234.9 181.9 (32.8)

Financing activities (223.1) {(155,3) (132.1)
Net cash provided (used) by operating,

investing and financing activities $ (32.9) § _19.3 $ 16.8

The Ti0, industry is cyclical, with the previous peak in selling prices in
early 1990 and the latest trough in the third quarter of 1993. During the recent
Ti0, down cycle, the Company’s operations used significant amounts of cash.
Receipt of the German tentative tax refund, discussed below, significantly
increased the Company’s cash flow from operating activities during 1994 and was
a mejor factor in the Company's improved liquidity. The relative changes in the
Company'’s inventories, receivebles and payables (excluding the effect of currency
translation) also contributed to the cash provided by operations. A $30 million
technology exchange fee received from Tioxide in October 1993, which is being
recognized as a component of operating income over three years, also favorably
impacted cash flow from operating activities in 1993.

Cash provided (used) by investing activities includes capital expenditures
in each period, and in 1993 included $161 million net cash generated from the
formation of the manufacturing joint venture with Tioxide. Cash provided by
investing activities also included net sales of marketable securities of $317
million in 1992 and $68 million in 1993, primarily used to fund debt repayments.
In 1994, proceeds of $15 million from the sale of trading securities are a
component of the cash provided from operations as a result of the adoption of
SFAS 115.

The Company's capital expenditures during the past three years include an
aggregate of $36 million related to the completion of the Louisiana chloride
process Ti0, plant and an aggregate of $63 million ($17 million in 1994) for the
Company’s ongoing environmental protection and compliance programs, including a
Canadian waste acid neutralization facility, a Norwegian onshore tailings
disposal system and off-gas desulfurization systems. The Company’s estimated
1995 capital expenditures are $66 million and include $33 million in the area of
environmental protection and compliance primarily related to the off-gas
desulfurization systems and water treatment chemical purification systems. The
Company plans to spend $25 million in capital expenditures ($7 million in 1995)
related to a debottlenecking project at its Leverkusen, Germany chloride process
Tio, facility that 1is expected to increase the Company’s annual attainable
production capacity by 20,000 metric tons. The capital expenditures of the
manufacturing joint venture are mnot included in the Company’s capital
expenditures.
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Net repayments of indebtedness in 1994 included a DM 225 million ($140
million when paid) reduction in the DM credit facility, $15 million paid on the
Rheox bank term loan and $15 million paid on the joint venture term lean. In
addition, the Company borrowed DM 75 million ($45 million) under the DM credit
facility. Net repayments of indebtedness in 1993 included payments on the DM
credit facility of DM 552 million ($342 million when paid), a $110 million net
reduction in indebtedness related to the Louisiana plant and $350 million
proceeds from the Company’s public offering of debt. Net repayments of
indebtedness in 1992 included payments on the DM term loan aggregating DM 350
million ($225 million when paid) and §$61 million drawn under Kronos' Louisiana
plant credit facilities. NL and Kronos have agreed, under certain conditions,
to provide KII with up to an additional DM 125 million through January 1, 2001.

Financing activities also include dividends paid of $18 million in 1992.
The Company suspended dividend payments in October 1992.

_ At December 31, 1994, the Company had cash, cash equivalents and current
marketable securities aggregating $§156 million (308 held by non-U.S.
subsidiaries) including restricted cash and cash equivalents of $16 million. In
addition, the Company’s subsidiaries had $14 million and $195 million available
for borrowing at December 31, 1994 under existing U.S. and non-U.S. credit
facilities, respectively, of which $80 million of the non-U.S. amount is
available only for (i) permanently reducing the DM term loan or (ii) paying
future German income tax assessments, as described below.

The Company reduced its "net debt" (notes payable and long-term debt less
cash, cash equivalents and current marketable securities) by $90 million during
1994. The Company currently expects to have sufficient liquidity to meet its
obligations including operations, capital expenditures and debt service.

Certain of the Company’s income tax returns in various U.S. and non-U.S.
Jurisdictions, including Germany, are being examined and taex authorities have
proposed or may propose tax deficiencies. During 1994, the German tax
authorities withdrew certain assessment reports which had proposed tax
deficiencies of DM 100 million and remitted tax refunds aggregating DM 225
million ($136 million), including interest, on a tentative basis. The Company
applied DM 174 million ($108 million) of the German tentative tax refunds to
reduce outstanding borrowings under its DM credit facility. The examination of
the Company’s German income tax returns is continuing and additional substantial
proposed tax deficiency assessments are expected. Although the Company believes
that it will ultimately prevail, the Company has granted a DM 100 million ($64
million at December 31, 1994) lien on its Nordenham, Germany TiO, plant, and may
be required to provide additional security in favor of the German tax authorities
until the assessments proposing tax deficiencies are resolved. The Company
believes that it has adequately provided accruals for additional income taxes and
related interest expense which may ultimately result from all such examinations
and believes that the ultimate disposition of such examinations should not have
a material adverse effect on the Company’s consolidated financial position,
results of operation or liquidity. Cash received for settlement of prior years'’
tax examinations aggregated $6 million in 1994 and the Company expects to make
settlement payments of approximately $20 million in 1995.
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At December 31, 1994, the Company had recorded net deferred tax liabilities
of $175 million. The Company operates in numerous tax jurisdictions, in certain
of which it has temporary differences that net to deferred tax assets (before
valuation allowance). The Company has provided & deferred tax valuation
allowance of $165 million, principally related to the U.S. and Germany,
offsetting deferred tax assets which the Company believes may not currently meet
the "more likely than not" realization criteria for asset recognition.

In addition to the chemicals businesses conducted through Kronos and Rheox,
the Company also has certain interests and associated liabilities relating to
certain discontinued or divested businesses and other holdings of marketable
equity securities including securities issued by Valhi and other Contran
subsidiaries.

The Company has been named as a defendant, PRP, or both, in a number of
legal proceedings assoclated with environmental matters, including waste dispeosal
sites or facilities currently or formerly owned, operated or used by the Company,
many of which disposal sites or facilities are on the U.S. EPA‘'s Superfund
National Priorities List or similar state lists. On a quarterly basis, the
Company evaluates the potential range of its 1liability at sites where it has been
named as a PRP or defendant. The Company believes it has provided adequate
accruals for reasonably estimable costs of such matters, but the Company’s
ultimate liability may be affected by a number of factors, including changes in
remedial alternatives and costs and the allocation of such costs among PRPs. The
Company is also a defendant in a number of legal proceedings seeking damages for
personal injury and property damage arising out of the sale of lead pigments and
lead-based paints. The Company has not accrued any amounts for the pending lead
pigment litigation. Although no assurance can be given that the Company will not
incur future liability in respect of this litigation, based on, among other
things, the results of such litigation to date, the Company believes that the
pending lead pigment litigation is without merit. Liability, {f any, that may
result is not reasonably capable of estimation. The Company currently believes
the disposition of all claims and disputes, individually or in the aggregate,
should not have a material adverse effect on the Company’s consolidated financial
position, results of operations or liquidity. There can be no assurance that
additional matters of these types will not arise in the future. See Item 3 -
"Legal Proceedings®" and Note 18 to the Consolidated Financizl Statements.

As discussed above, the Company has substantial operations located outside
_ the United States for which the functional currency is not the U.S. dollar. As
a result, the reported amount of the Company's assets and lisbilities related to
its non-U.S. operations, and therefore the Company’s consolidated net assets,
will fluctuate based upon changes in currency exchange rates. The carrying value
of the Company’s net investment in its German operations is a net liability due
principally to its DM credit facility, while its net investment in its other
non-U.S. operations are net assets.

The Company periodically evaluates its liquidity requirements, capital
needs and availability of resources in view of, among other things, its debt
service requirements and estimated future operating cash flows. As a result of
this process, the Company has in the past and may in the future seek to refinance
or restructure indebtedness, raise additional capital, restructure ownership
interests, sell interests in subsidiaries, marketable securities or other assets,
or take a combination of such steps or other steps to increase or manage its
liquidity and capital resources.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The information required by this Item is contained in a separate section
of this Annual Report. See "Index of Financial Statements and Schedules" on page
F-1.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Not applicable.
PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
The information required by this Item is incorporated by reference to NL's
definitive Proxy Statement to be filed with the Securities and Exchange
Commission pursuant to Regulation 14A within 120 days after the end of the fiscal
year covered by this report (the "NL Proxy Statement").

ITEX 11. EXECUTIVE COMPENSATION

The information required by this Item is incorporated by reference to the
NL Proxy Statement.

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information required by this Item is incorporated by reference to the
NL Froxy Statement.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information required by this Item is incorporated by reference to the
NL Proxy Statement. See also Note 17 to the Consolidated Financial Statements,

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATtHENTS SCHEDULES, AND REPORTS ON FORM 8-K
(a8) and (d) Financial Statements and Schedules
The consolidated financial statements and schedules listed by the

Registrant on the accompanying Index of Financial Statements and
Schedules (see page F-1) are filed as part of this Annual Report.

(b) Reports on Form 8§-K

Reports on Form B8-K for the quarter ended December 31, 1994 and
the months of January and February 1995.

October 24, 1994 - reported items 5 and 7.
December 1, 1994 - reported items 5 and 7.
January 30, 1995 - reported items 5 and 7.
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(c)

Item No.

3.1

3.2

4.1

4.2

4.3

4.4

4.5

4.6

Exhibits

Included as exhibits are the items listed in the Exhibit Index.
NL will furnish a copy of any of the exhibits listed below upon
payment of $4.00 per exhibit to cover the costs to NL of
furnishing the exhibits. Instruments defining the rights of
holders of long-term debt issues which do not exceed 10% of
consolidated total assets will be furnished to the Securities and
Exchange Commission upon request.

Exhibit Index

By-Laws, as amended on June 28, 1990 - incorporated by reference
to Exhibit 3.1 to the Registrant’s Annual Report on Form 10-K for
the year ended Dgcember 31, 1990.

Certificate of Amended and Restated Certificate of Incorporation
dated June 28, 1990 - incorporated by reference to Exhibit 1 to
the Registrant’s Proxy Statement on Schedule 14A for the annual
meeting held on June 28, 1990.

Registration Rights Agreement dated October 30, 1991, by and
between the Reglistrant and Tremont Corporation - incorporated by
reference to Exhibit 4.3 to the Registrant’s Annual Report on Form
10-K for the year ended December 31, 1991.

Indenture dated October 20, 1993 governing the Registrant’s 11.75%
Senior Secured Notes due 2003, including form of Senior Note -
incorporated by reference to Exhibit 4.1 to the Registrant'’'s
Quarterly Report on Form 10-Q for the quarter ended September 30,
1993,

Senior Mirror Notes dated October 20, 1993 - incorporated by
reference to Exhibit 4.3 to the Registrant’s Quarterly Report on
Form 10-Q for the quarter ended September 30, 1993,

Senior Note Subsidiary Pledge Agreement dated October 20, 1993
between Registrant and Kronos, Inc. - incorporated by reference
to Exhibit 4.4 to the Registrant’s Quarterly Report on Form 10-Q
for the quarter ended September 30, 1993,

Third Party Pledge and Intercreditor Agreement dated October 20,
1993 between Registrant, Chase Manhattan Bank (National
Association) and Chemical Bank - incorporated by reference to
Exhibit 4.5 to the Registrant’s Quarterly Report on Form 10-Q for
the quarter ended September 30, 1993.

Indenture dated October 20, 1993 governing the Registrant’s 13%
Senior Secured Discount Notes due 2005, including form of Discount
Note - incorporated by reference to Exhibit 4.6 to the
Registrant's Quarterly Report on Form 10 -Q for the quarter ended
September 30, 1993,
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10.

10.

10.

10.

10.

10.

10.

Discount Mirror Notes dated October 20, 1993 - incorporated by
reference to Exhibit 4.8 to the Registrant’s Quarterly Report on

- Form 10-Q for the quarter ended September 30, 1993,

Discount Note Subsidiary Pledge Agreement dated October 20, 1993
between Registrant and Kronos, Inc. - incorporated by reference
to Exhibit 4.9 to the Registrant’s Quarterly Report on Form 10-Q
for the quarter ended September 30, 1993.

Amended and Restated Loan Agreement dated as of October 15, 1993
among Kronos International, Inc., the Banks set forth therein,
Hypobank International S.A., as Agent and Banque Paribas, as Co-
agent - Incorporated by reference to Exhibit 10.17 to the
Registrant’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 1993.

Amended and Restated Liquidity Undertaking dated October 15, 1993
by the Registrant, Kronos, Inc. and Kronos International, Inc. to
Hypobank International S.A., as agent, and the Banks set forth
therein - incorporated by reference to Exhibit 10.18 to the
Registrant’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 1993,

Credit Agreement dated as of March 20, 1991 between Rheox, Inc.
and Subsidiary Guarantors and The Chase Manhattan Bank (National
Associlation) and the Nippon Credit Bank, Ltd., as Co-agents -
incorporated by reference to Exhibit 10.4 to the Registrant'’s
Annual Report on Form 10-K for the year ended December 31, 1990.

Amendments 1 and 2 dated May 1, 1991 and February 15, 1992,
respectively, to the Credit Agreement between Rheox, Inc. and
Subsidiary Guarantors and the Chase Manhattan Bank (National
Association) and the Nippon Credit Bank, Ltd. as Co-Agents-
incorporated by reference to Exhibit 10.2 to the Registrant'’s
Quarterly Report on form 10-Q for the quarter ended June 30, 1992,

Third amendment to the Credit Agreement, dated March 5, 1993
between Rheox, Inc. and Subsidiary Guarantors and the Chase
Manhattan Bank (National Association) and the Nippon Credit Bank,
Ltd as Co-Agents - incorporated by reference to Exhibit 10.7 to
the Registrant’s Annual Report on Form 10-K for the year ended
December 31, 1992.

Fourth and Fifth Amendments to the Credit Agreement, dated
September 23, 1994 and December 15, 1994, respectively, between
Rheox, Inc. and Subsidiary Guarantors and the Chase Manhattan Bank
(National Association) and the Nippon Credit Bank, Ltd. as Co-
Agents,

Credit Agreement dated as of October 18, 1993 among Louisiana
Pigment Company, L.P., as Borrower, the Banks listed therein and
Citibank, N.A., as Agent - incorporated by reference to Exhibit
10.11 to the Registrant’s Quarterly Report on Form 10-Q for the
quarter ended September 30, 1993.
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10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

Security Agreement dated October 18, 1993 from Louisiane Pigment
Company, L.P., &s Borrower, to Citibank, N.A., as Agent -
incorporated by reference to Exhibit 10.12 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
1993.

Security Agreement dated October 18, 1993 from Kronos Louisiana,
Inc. as Grantor, to Citibank, N.A., as Agent - incorporated by
reference to Exhibit 10.13 to the Registrant’s Quarterly Report
on Form 10-Q for the quarter ended September 30, 1993.

KLA Consent and Agreement dated as of October 18, 1993 between

Kronos Louisiana, Inc. and Citibank, N.A., as Agent - incorporated

by reference to Exhibit 10.14 to the Registrant'’'s Quarterly Report
on Form 10-Q for the quarter ended September 30, 1993,

Guaranty dated October 18, 1993, from Kronos, Inc., as guarantor,
in favor of Lenders named therein, as Lenders, and Citibank, N.A.,
as Agent - incorporated by reference to Exhibit 10.15 to the
Reglistrant’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 1993.

Mortgage by Louisiana Pigment Company, L.P. dated October 18, 1993
in favor of Citibank, N.A, - incorporated by reference to Exhibit
10.16 to the Registrant’s Quarterly Report on Form 10-Q for the
quarter ended September 30, 1993.

Lease Contract dated June 21, 1952, between Farbenfabrieken Bayer
Aktiengesellschaft and Titangesellschaft mit beschrankter Haftung
(German 1language version and English translation thereof) -
incorporated by reference to Exhibit 10.14 to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 1985.

Contract dated September 9, 1971, between Farbenfabrieken Bayer
Aktiengesellschaft and Titangesellschaft mit beschrankter Haftung
concerning supplies and services (German language version and
English translation thereof) - incorporated by reference to
Exhibit 10.15 to the Registrant’s Annual Report on Form 10-K for
the year ended December 31, 1985.

Agreemént dated February 8, 1984, between Bayer AG and Kronos
Titan GmbH (German language version and English translation
thereof) - incorporated by reference to Exhibit 10.16 to the
Registrant’s Annual Report on Form 10-K for the year ended
December 31, 1985.

Formation Agreement dated as of October 18, 1993 among Tioxide
Americas Inc., Kronos Louisiana, Inc. and Louisiana Pigment
Company, L.P. - incorporated by reference to Exhibit 10.2 to the
Registrant's Quarterly Report on Form 10-Q for the quarter ended
September 30, 1993, .
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o

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25%

Joint Venture Agreement dated as of October 18, 1993 between
Tioxide Americas Inc. and Kronos Louisiana, Inc. - incorporated
by reference to Exhibit 10.3 to the Registrant’s Quarterly Report
on Form 10-Q for the quarter ended September 30, 1993.

Kronos Offtake Agreement dated as of October 18, 1993 between
Kronos Louisiana, Inc. and Louisiana Pigment Company, L.P, -
incorporated by reference to Exhibit 10.4 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
1993,

Tioxide Americas Offtake Agreement dated as of October 18, 1993
between Tioxide Americas Inc. and Louisiana Pigment Company, L.P.
- incorporated by reference to Exhibit 10.5 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
1993,

TCI/KCI Output Purchase Agreement dated as of October 18, 1993
between Tioxide Canada Inc. and Kronos Canada, Inc. - incorporated
by reference to Exhibit 10.6 to the Registrant’s Quarterly Report
on Form 10-Q for the quarter ended September 30, 1993.

TAI/KLA Output Purchase Agreement dated as of October 18, 1993
between Tioxide Americas Inc. and Kronos Louisiana, Inc. -
incorporated by reference to Exhibit 10.7 to the Registrant'’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
1993,

Master Technology Exchange Agreement dated as of October 18, 1993
among Kronos, Inc., Kronos Louisiana, Inc., Kronos International,
Inc,, Tioxide Group Limited and Tioxide Group Services Limited -
incorporated by reference to Exhibit 10.8 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended September 30,
1993,

Parents’ Undertaking dated as of October 18, 1993 between ICI
American Holdings Inc. and Kronos, Inc. - incorporated by
reference to Exhibit 10.9 to the Registrant’s Quarterly Report on
Form 10-Q for the quarter ended September 30, 1993,

Allocation Agreement dated as of October 18, 1993 between Tioxide
Americas Inc., ICI American Holdings, Inc., Kronos, Inc. and
Kronos Louisiana, Inc. - incorporated by reference to Exhibit
10.10 to the Registrant’s Quarterly Report on Form 10-Q for the
quarter ended September 30, 1993,

1985 Long Term Performance Incentive Plan of NL Industries, Inc.,
as adopted by the Board of Directors on February 27, 1985 -
incorporated by reference to Exhibit A to the Registrant’s Proxy
Statement on Schedule 14A for the annual meeting held on April 24,
1985,
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10.

10.

10.

10.

10.

10.

10.

10

10.

26

27%

28

29%

30

3%

.34%

35%

Form of Director’'s Indemnity Agreement between NL and the
independent members of the Board of Directoxrs of NL - incorporated
by reference to Exhibit 10.20 to the Registrant’s Annual Report
on Form 10-K for the year ended December 31, 1987.

1989 Long Term Performance Incentive Plan of NL Industries, Inc.
as adopted by the Board of Directors on February 14, 1989 -
incorporated by reference to Exhibit A to the Registrant'’s Proxy
Statement on Schedule 14A for the annual meeting held on May 2,
1989.

Savings Plan for Employees of NL Industries, Inc. as adopted by
the Board of Directors on February 14, 1989 - incorporated by
reference to Exhibit B to the Registrant’s Proxy Statement on
Schedule 14A for the annual meeting held May 2, 1989,

NL Industries, Inc. 1992 Non-Employee Director Stock Option Plan,
as adopted by the Board of Directors on February 13, 1992 -
incorporated by reference to Appendix A to the Registrant’s Proxy
Statement on Schedule 14A for the annual meeting held April 30,
1992,

Intercorporate Services Agreement by and between Valhi, Inc. and
the Registrant effective as of January 1, 1994 - incorporated by
reference to Exhibit 10.29 to the Registrant’s Annual Report on
Form 10-K for the year ended December 31, 1993.

Intercorporate Services Agreement by and between Contran
Corporation and the Registrant effective as of January 1, 1994 -
incorporated by reference to Exhibit 10.30 to the Registrant's
Annual Report on Form 10-K for the year ended December 31, 1993,

Insurance Sharing Agreement, effective January 1, 1990, by and
between the Registrant, NL Insurance, Ltd. (an indirect subsidiary
of Tremont Corporation) and Baroid Corporation - incorporated by
reference to Exhibit 10.20 to the Registrant’s Annual Report on
Form 10-K for the year ended December 31, 1991.

Description of terms of an executive severance agreement between
the Registrant and Joseph S. Compofelice - incorporated by
reference to the last paragraph of page 16 entitled "Employment
Agreements" of the Registrant'’s definitive proxy statement dated
March 30, 1994,

Executive Severance Agreement effective as of December 31, 1991
by and between the Registrant and J. Landis Martin - incorporated
by reference to Exhibit 10.22 to the Registrant’s Annual Report
on Form 10-K for the year ended December 31, 1991.

Supplemental Executive Retirement Plan for Executives and Officers
of NL Industries, Inc, effective as of January 1, 1991 -
incorporated by reference to Exhibit 10.26 to the Registrant’'s
Annual Report on Form 10-K for the year ended December 31, 1992.
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21.1 Subsidiaries of the Registrant.

23.1 Consent of Independent Accountants.
27.1 Financial Data Schedules for the year ended December 31, 1994.
99.1 Annual Report of Savings Plan for Employees of NL Industries, Inc.

(Form 11-K) to be filed under Form 10-K/A to the Registrant's
Annual Report on Form 10-K within 180 days after December 31,
1994,

* Management contract, compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

NL Industries, Inc.
(Registrant)

By /s/ J. landis Martin

J. Landis Martin, March 6, 1995

President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has been signed below by the following persons on behalf of the Registrant
and in the capacities and on the date indicated:

[s/ J. Landis Mertin
J. Landis Martin, March 6, 1995

Director, President and
Chief Executive Officer

/s/ Glenn R, Simmons

Glenn R. Simmons, March 6, 1995
Director

/s/ Kenneth R. Pesk

Kenneth R. Peak, March 6, 1995
Director

/s/ Elmo R. Zumwalt, Jr,

Elmo R. Zumwalt, Jr., March 6, 1995
Director

/s/ Dennig G. Newkirk

Dennis G. Newkirk, March 6, 1995
Vice President and Controller
(Principal Accounting Officer)

/s/ Harold C. Simmons
Harold C. Simmons, March 6, 1995

Chairman of the Board

/s/ Michael A. Snetzer
Michael A. Snetzer, March 6, 1995

Director

/s/ Dr, lLawrence A, Wigdor
Dr. Lawrence A. Wigdor, March 6, 1994

Director, President and Chief Executive
Officer of Kronos and Rheox

/s/ Joseph S. Compofelice
Joseph S. Compofelice, March 6, 1995

Vice President and
Chief Financial Officer
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareholders and Board of Directors of NL Industries, Inc.:

We have audited the accompanying consolidated balance sheets of KL
Industries, Inc. as of December 31, 1993 and 1994, and the related consolidated
statements of operations, shareholders’ deficit, and cash flows for each of the
three years in the period ended December 31, 1994. These financial statements
are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generelly accepted auditing
standards. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significent estimates made by
management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly,
in all material respects, the consolidated financial position of NL Industries,
Inc. as of December 31, 1993 and 1994, and the consolidated results of their
operations and their cash flows for each of the three years in the period ended
December 31, 1994 in conformity with generally accepted accounting principles.

As discussed In Notes 2 and 19 to the consolidated financial statements,
in 1993 the Company changed its method of accounting for certain investments in
debt and equity securities in accordance with Statement of Financial Accounting
Standards ("SFAS") No. 115, &and in 1992 the Company changed its method of
accounting for postretirement benefits other than pensions and income taxes in
accordance with SFAS Nos. 106 and 109, respectively.

COOPERS & LYBRAND L.L.P.

Houston, Texas
February 3, 1995




NL INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31, 1993 and 1994

(In thousands, except per share data)

ASSETS

Current assets:

Cash and cash equivalents
Marketable securities

Accounts and notes receivable, less allowance

of $3,008 and $§3,749
Refundable income taxes
Inventories
Prepaid expenses
Deferred income taxes

Total current assets

Other assets:

Marketable securities
Refundable income taxes
Investment in jolnt ventures
Prepaid pension cost
Deferred income taxes

Other

Total other assets

Property and equipment:

Land

Buildings

Machinery and equipment
Mining properties
Construction in progress

Less accumulated depreciation and depletion

Net property and equipment

1593 1994
$ 106,593 § 131,124
41,045 25,165
116,355 137,753
386 1,162
194,167 185,173
5,637 3,878
3,315 2,177
467,498 486,432
18,428 21,329

91,994 -
190,787 187,480
16,307 19,329
577 2,746
42,355 37,267
360,448 268,151
18,237 20,665
129,582 147,370
515,090 582,138
72,711 87,035
30,050 9,579
765,670 846,787
387,067 438,960
378,603 407,827
$1,206,549 §1,162,410



LIABILITIES AND SHAREHOLDERS’ DEFICIT

Current liabilities:
Current maturities of long-term debt
Accounts payable and accrued liabilities
Payeble to affiliates
Income taxes
Deferred income taxes

Total current liabilities

Noncurrent liabilities:
Long-term debt
Deferred income taxes
Accrued pension cost
Accrued postretirement benefits cost
Other

Total noncurrent liabilities
Minority interest

Shareholders’ deficit:

Preferred stock - 5,000 shares authorized,
no shares issued or outstanding

Common stock - $.125 par value; 150,000 shares
authorized; 66,839 shares issued

Additional paid-in capital

Adjustments:
Currency translation
Pension liabilities
Marketable securities

Accumulated deficit

Treasury stock, at cost (15,949 and 15,787
shares)

Total shareholders’ deficit

Commitments and contingencies (Notes 13 and 18)

December 31, 1993 and 1994

NL INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS (CONTINUED)

(In thousands, except per share data)

1993 1994
35,716 § 42,887
177,265 168,327
9,566 11,348
6,353 20,762
3,623 1,590
232,523 244,914
835,169 746,762
138,977 178,332
72,606 76,242
68,322 65,299
121,309 141,518
1,236,383 1,208,153
2.438 2,425
8,355 8,355
759,281 759,281
(115,803) (125,494)
(3,442) (1,635)
(2,164) (12)
(543,059) (567,041)
(367,963) (366,536)
(264,795) (293,082)
$1,206,549 $1,162,410

See accompanying notes to consolidated financial statements.
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Revenues and other income:
Net sales
Other, net

Costs and expenses:
Cost of sales
Selling, general and administrative
Interest

Loss before income taxes, minority
interest, extraordinary item and
cumulative effect of changes in
accounting principles

Income tax expense

Loss before minority interest,
extraordinary item and cumulative
effect of changes in accounting
principles

Minority interest
Loss before extraordinary item and
cumulative effect of changes in
accounting principles
Extraordinary item
Cumulative effect of changes in

accounting principles

Net loss

F-5

NL. INDUSTRIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
Years ended December 31, 1992, 1993 and 1994

(In thousands, except per share data)

1992 1993 1994
$893,465  § 805,323 $887,954
16,797 22,084 44,828
908,262 827,407 932,782
629,029 612,367 649,745
203,736 185,689 212,516
118,511 99,119 83,926
951,276 897,175 946,187
(43,014) (69,768) (13,405)
459 12,713 9,734
(43,473) (82,481) (23,139)
1,123 730 843
(44,596) (83,211) (23,982)

. (27,815) -

(31,804) 1,217 -
76,400) 109,809)  §(23,982)
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NL INDUSTRIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS (CONTINUED)
Years ended December 31, 1992, 1993 and 1994

(In thousands, except per share data)

1992 1993 1994

Loss per share of common stock:
Before extraordinary item and cumulative
effect of changes in accounting principles $ (.88) $(1.63) § (.a7)

Extraordinary item (.55) -
Cumulative effect of changes in accounting
principles (.62) ,02 -
Net loss $(1.50) $(2.16) $_(,47)
Weighted average common shares outstanding 50,907 350,890 31,022

See accompanying notes to consolidated financial statements.
F-6




['fHIS PAGE INTENTIONALLY LEFT BLANK)




NL IRDUSTRIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS®' DEFICIT
Yeaars ended December 31, 1992, 1993 and 1994

(In thousands, except per share data)

Additional Adjustments

Common paid-in Currency Pension Marketable Accumulataed Treasury
—Stock,  _eapital =~ translstion  liabilities _securities ~ __ deficlt stock Total

Balance at December 31, 1991 $8,355 $759,300 $¢116,640) $ - $(5,925) $(339,043) $(364,322) § (58,275)
Ret loas - - - - - (76,400) - (76,400)
Common dividends declared - )

$.35 per share - - - - - (17,807) - (17,807)
Adjustments - - 4,820 - 5,029 - - 9,849
Purchases of treasury stock - - - - - - (3,641) (3,641)
Other, net - (19) - - - - - (19)
Balance at December 31, 1992 8,355 759,281 (111,820) - (896) (433,250) (367,963) (146,293)
Net loss - - - - - (109,809) - (109,809)
Adjustments - - (3,983) (3,442) (51) - - (7,476)
Cumulative effect of change in

accounting principle - - - - (1,217) - - (1,217)
Balance at December 31, 1993 8,385 759,281 (115,803) (3,442) (2,164) (543,059) (367,963) (264,795)
Net loss - - - - - (23,982) - (23,982)
Treasury stock reissued - - - - - - 1,427 1,427
Ad justments - - {9,691) 1,807 2,152 - = (5,732)
Balance at December 31, 1994 . §8!355 §759|281 §‘125|b9b) §$1|635) g 512) §$567!0l1) §$366!536) §5293|082)

See accompanying notes to consolidated financial statements.
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NL INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31, 1992, 1993 and 1994

(In thousands)

Cash flows from operating activities:

Net loss
Depreciation, depletion and
amortization
Non-cash intetest expense
Deferred income taxes
Cumulative effect of changes in
accounting principles
Minority interest
Net (gains) losses from:
Securities transactions
Disposition of property and
equipment
Pension cost, net
Other postretirement benefits, net
Other, net

Change Iin assets and lisbilities:
Accounts and notes receivable
Inventories
Prepaid expenses
Accounts payable and accrued

liabilities
Income taxes
Accounts with affiliates
Other noncurrent assets
Other noncurrent liabilities
Marketeble trading securities:
Purchases
Dispositions

Net cash provided (used) by
operating activities

1992 1993 199
$(76,400) $(109,809)  $(23,982)
47,829 46,340 34,592
6,270 8,309 18,071
(18,949) (670) 11,507

31,804 (1,217) -
1,123 730 843
6,018 © (4,363) 1,220
1,419 199 1,981

(2,024) (2,134) (2,753)
1,830 (2,422) (3,437)
3,442 (1,349) 68
2,362 (66,386) 38,510
(1,776) (1,291) (13,152)

(33,814) 12,166 17,778

207 (872) 3,221
(6,111) (4,132) (17,343)
(13,501) 1,507 109,243

(4,106) 5,426 (2,024)

(1,006) 8,844 2,219

13,072 37,069 28,706

. - (870)
. - 15,530
(44, 673) (7.,269) 181,818



g‘ NL INDUSTRIES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
Years ended December 31, 1992, 1993 and 1994

(In thousands)

1992 1993 1994
Cash flows from investing activities:
Capital expenditures $ (85,150) $ (47,986) $ (36,931)
Marketeble securities:
Purchases (156,573) (11,053) -
Dispositions 473,935 79,398 -
Proceeds from disposition of
property and equipment 1,484 175,537 598
Investment in joint ventures, net - (14,405) 3,133
Loans to affiliates - (210) -
Other, net 1,168 670 362
Net cash provided (used) by
investing activities 234,864 181,951 (32,838)
Cash flows from financing activities:
Indebtedness:
Borrowings 61,722 452,694 44,490
Principal payments (263,093) (607,417) (175,886)
Dividends paid (17,807) - -
Other, net (3,937) (613) (742)
Net cash used by financing
activities (223,115) (155,336) (132,138)
Net change during the year from
operating, investing and
financing activities $_(32,924) $ 19, 346 $ 16,842
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NL INDUSTRIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
Years ended December 31, 1992, 1993 and 1994

(In thousands)

1992 1993 1994

gi Cash and cash equivalents:
R Net change during the year from:
: Operating, investing and financing
= B activities : $(32,924) $ 19,346 § 16,842
i Currency translation ' (5.013) _(86) 7,689
: (37,937) 19,260 24,531
5 Balance at beginning of year 125,270 87,333 106,593
Balance at end of year §$ 87,333  $106,593 § 131,124
B Supplemental disclosures - cash paid
fi’ (received) for:
o Interest, net of amounts capitalized $137,996 $ 91,576 § 66,801

] Income taxes, net 31,369 11,897 (111,418)

t See accompanying notes to consolidated financial statements.
|

F-10




NL INDUSTRIES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 - Organization and basis of presentation:

NL Industries, Inc. conducts its operations primarily through its wholly-
owned subsidiaries, Kronos, Inc. (titanium dioxide pigments ("Ti0,")) and Rheox,
Inc. (specialty chemicals).

Valhi, Inc. and Tremont Corporation, each affiliates of Contran
Corporation, hold 52% and 18%, respectively, of NL’s outstanding common stock.
Contran holds, directly or through subsidiaries, approximately 90% of Valhi’s and
44% of Tremont’s outstanding common stock. Substantially all of Contran’s
outstanding voting stock is held by trusts established for the benefit of the
children and grandchildren of Harold C. Simmons, of which Mr. Simmons is the sole
trustee. Mr. Simmons, the Chairman of the Board of NL and the Chairman of the
Board, President, and Chief Executive Officer of Contran and Valhi and a director
of Tremont, may be deemed to control each of such companies.

Note 2 - Summary of significant accounting policies:
Principles of consolidation

The accompanying consolidated financial statements include the accounts of
NL and its majority-owned subsidiaries (collectively, the "Company"). All
material intercompany accounts and balances have been eliminated. Certain prior
year amounts have been reclassified to conform to the current year presentation.
The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, and
the reported amount of revenues and expenses during the reporting period.
Ultimate actual results may in some instances differ from previously estimated
amounts,

Translation of foreign currencies

Assets and liabilities of subsidiaries whose functional currency is deemed
to be other than the U.S. dollar are translated at year-end rates of exchange and
revenues and expenses are translated &at weighted average exchange rates
prevailing during the year. Resulting translation adjustménts and the related
income tax effects are accumulated in the currency translation adjustments
component of shareholders’ deficit. Currency transaction gains and losses are
recognized in income currently.
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Cash and cash equivalents

Cash equivalents include U.S. Treasury securities purchased under short-
term agreements to resell, bank deposits, and government and commercial notes and
bills with original maturities of three months or less. Cash and cash
equivalents includes $18 million and $16 million at December 31, 1993 and 1994,
respectively, which are restricted for letters of credit and certain indebtedness
agreements,

Marketable securities and securities transactions

Marketable securities are classified as either "available-for-sale" or
"trading” and are carried at market based on quoted market prices. Unrealized
geins and losses on trading securities are recognized in income currently.
Unrealized gains and losses on available-for-sale securities, and the related
deferred income tax effects, are accumulated in the marketable securities
adjustment component of shareholders’ deficit. See Note 4. Realized gains or
losses are computed based on specific identification of the securities sold.

Prior to the adoption of Statement of Financial Accounting Standards
("SFAS") No. 115, "Accounting for Certain Investments in Debt and Equity
Securities" as of December 31, 1993, marketable securities were generally carried
at the lower of aggregate market or amortized cost and unrealized net gains were
not recognized

Inventories

Inventories are stated at the lower of cost (principally average cost) or
market. Amounts are removed from inventories at average cost.

Investment in joint ventures

Investments in 20% to 50%-owned entities are accounted for by the equity
method.

Intangible assets

Intangible assets, included in other noncurrent assets, are amortized by
the straight-line method over the periods expected to be benefitted, not
exceeding ten years.

Property, equipment, depreciation and depletion

Property and equipment are stated at cost. Interest costs related to
major, long-term capital projects are capitalized as a component of construction
costs. Maintenance, repairs and minor renewals are expensed; major improvements
are capitalized.

Depreciation is computed principally by the straight-line method over the
estimated useful lives of ten to forty years for buildings and three to twenty
years for machinery and equipment. Depletion of mining properties is computed
by the unit-of-production and straight-line methods.
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Long-term debt

Long-term debt is stated net of unamortized original issue discount
("0ID"). OID and deferred financing costs are amortized over the life of the
applicable issue by the interest method.

Employee benefit plans

Accounting and funding policies for retirement plans and postretirement
benefits other than pensions ("OPEB") are described in Note 11.

Net sales
Sales are recognized as products are shipped.
Income taxes

Deferred income tax assets and liabilities are recognized for the expected
future tax consequences of temporary differences between the income tax and
financial reporting carrying amounts of assets and liabilities, including
investments in subsidiaries and unconsolidated affiliates not included in the
Company’s U.S. tax group (the "NL Tax Group").

Loss per share of common stock

Loss per share of common stock is based upon the weighted average number
of common shares outstanding. Common stock equivalents are excluded from the
computation because they are antidilutive or the dilutive effect is not material.

Note 3 - Business and geographic segments:

The Company’s operations are conducted in two business segments - TiO,
conducted by Kronos and specialty chemicals conducted by Rheox. Titanium dioxide
pigments are used to Impart whiteness, brightness and opacity to a wide variety
of products, including paints, plastics, paper, fibers and ceramics. Specialty
chemicals include rheological additives which control the flow and leveling
characteristics of a variety of products, including paints, inks, lubricants,
sealants, adhesives and cosmetics. General corporate assets consist principally
of cash, cash equivalents and marketable securities. At December 31, 1994, the
net amounts of non-U.S. subsidiaries included in consolidated net assets
approximated $72 million.
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Years ended December 31

1392 1993 1994

{In thousands)

Business segments

Net sales:

Kronos $§ 784,568 $ 697,048 §770,077
Rheox 108,897 108,275 117,877
$ 893,465 $.805,323 $887,954
Operating income:

Kronos $§ 81,941 $ 36,146 § 80,515
Rheox 28,792 26,254 30,837
110,733 62,400 111,352

General corporate income (expense):
Securities earnings 8,216 8,467 3,855
Expenses, net (43,452) (41,516) (44,686)

Interest expense

(118,511) (99,119) (83,926)
$ (43,014) § (69.768) $(13,405)

Capital expenditures:

Kronos $ 81,872 $ 46,913 § 34,522
Rheox 3,064 1,069 2,283
General corporate 214 4 126

$ 85,150 $_ 47,986 § 36,931

Depreciation, depletion and

R R LT T
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amortization:
Kronos $§ 44,360 $ 42,877 § 31,156
Rheox 3,184 3,176 3,153
General corporate 285 287 283
47,829 46,340 34,592

Geographic areas

Net sales - point of origin:

United States $ 238,170 $ 270,288 § 303,475
Europe 643,670 519,064 587,291
Canada 138,656 132,930 122,957
Eliminations (127,031) (116,959) _(125,769)
893,465 805,323 887,954
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Years ended December 31,
1992 1993 1994

(In thousands)

.
et e el
o

Net sales - point of destination:

United States $§ 204,270 $ 217,892 § 238,568
Europe ‘ 518,711 418,072 468,915
Canada 72,692 76,078 64,374
Other 87,792 93,281 116,097

$ 893,465 $ 805,323 § 887,954

Operating income:

United States $ 629 $ 20,981 § 49,358
Europe 81,805 19,658 50,273
Cansda 28,299 21,761 11,721

$ 110,733 $_ 62,400 $ 111,352

December 31,
1992 1993 1994
(In thousands)

Identifiable assets

Business segments:

Kronos $1,246,186 $1,008,453 § 950,200
Rheox 76,248 75,362 83,176
General corporate 149,673 122,734 129,034

$1,472,107 $1,206,549 $1,162,410

Geographic segments:

United States A $§ 498,029 $§ 326,831 § 308,017
Europe : 671,349 622,826 594,921
! Canada 153,056 134,158 130,438
I General corporate 149,673 122,734 129,034

$1,472,107 $1,206,549 $1,162,410
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Note 4 - Marketable securities and securities transactions:

December 31

1993 1894

(In thousands)

Trading securities - current U.S. Treasury

securities:

Unrealized gains (losses) $ 52 $(1,124)

Cost 40,993 26,289
Aggregate market §41,045 $25,165

Available-for-sale securities - noncurrent
marketable equity securities:

Unrealized gains $ 33 $ 3,357
Unrealized losses (2,951) (3,374)
Cost ) 21,346 21,346

Aggregate market 18,428 $21,329

Net gains and losses from securities transactions are composed of:

Years ended December 31,
1992 1993 1994
{In thousands)

Unrealized gains (losses) $§ (565) $3,520 §$CL,177)
Realized gains (losses) 478 843 (43)
Writedown of noncurrent marketable

equity securities (5,931) - -

$(6,018) $4,363 $(1,220)

Note 5 - Inventories:

December 31,
1993 1994
(In thousands)

Raw materials $ 19,785 $ 30,118
Work in process 7,173 7,655
Finished products 135,102 112,410
Supplies 32,107  __34,990

194,167 185,173
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Note 6 - Investment in joint ventures:

December 31,

1993 1994
{In thousands)

Ti0;, manufacturing joint venture $188,031 $185,122
Other 2,756 2,358

$190,787 $187,480

In October 1993, Kronos Louisiana, Inc. ("KLA"), a wholly-owned subsidiary
of Kronos, formed a manufacturing joint venture, Louisiana Pigment Company, L.P.
("LPC"), with Tioxide Group, Ltd., a wholly-owned subsidiary of Imperial
Chemicals Industries PLC ("Tioxide™). LPC, which is equally owned by KIA and a
subsidiary of Tioxide, owns and operates the Louisiana chloride process TiO,
plant formerly owned by KLA. LPC has long-term debt that is collateralized by
the partnership interests of the partners and substantially all of the assets of
LPC. The long-term debt consists of two tranches, one attributable to each
partner, and each tranche is serviced through (i) the purchase of the plant’s
Ti0, output in equal quantities by the partners and (ii) cash capital
contributions. KIA is required to purchase one-half of the TiO, produced by LPC.
KLA’'s tranche of LPC’s debt is reflected as outstanding indebtedness of the
Company because Kronos has guaranteed the purchase obligation relative to the
debt service of its tranche. See Note 10.

LPC is intended to be operated on a break-even basis and, accordingly,
Kronos’ transfer price for its share of the TiO, produced is equal to its share
of LPC’s production costs and interest expense. Kronos’ share of the production
costs are reported as cost of sales as the related TiO, acquired from LPC is
sold, and its share of the Interest expense 1s reported as a component of
interest expense.

Summary balance sheets of LPC are shown below.

December 31,

1993 1994
ASSETS (In thousands)
Current assets $ 44,477 $ 38,052
Other assets 2,376 1,969
Property and equipment, net 347,344 344,806

$394,197 $384,827

LIABILITIES AND PARTNERS‘ EQUITY

Long-term debt, including current portion:

Kronos tranche $104,143 $§ 88,715
Tioxide tranche 102,600 81,000
Other liabilities, primarily current 16,197 12,355
222,940 182,070

Partners’ equity 171,257 02,757

$394,197 $384,827
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Summary income statements of LPC are shown below.

Period from
October 18, 1993 Year ended
to December 31, December 31,

1993 1994
Revenues and other income:
Kronos §12,713 § 70,492
Tioxide 12,617 67,218
Interest income 72 462
25,402 138,172
Cost and expenses: ‘
Cost of sales 22,803 126,972
General and administrative 443 572
Interest . 2,156 10,628
25,402 138,172
Net inqome § - § -

Note 7 - Other noncurrent assets:

(In thousands)

Intangible essets, net of accumulated

amortization of $11,941 and $16,149 $15,317 $13,957
Deferred financing costs, net 18,954 16,078
Other ’ 8.084 7,231

842,355 $37,267

Note 8 - Accounts payable and accrued liabilities:
4 . December 31,

1993 1994

(In thousands)
Accounts payable $§ 89,010 § 74,903

Accrued ligbilities: ' :

Employee benefits . 32,350 34,209
Environmental costs . 14,517 10,433
Interest 6,933 6,485
Miscellaneous taxes : 2,240 7,336
Other : 32,215 34,961
- 88,255 93,424

$177,265 $168,327
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Note 9 - Other noncurrent liabilities:

December 31,

1993 1994

(In thousands)

Environmental costs ~§ 70,789 § 93,655
Insurance claims expenses 10,299 14,716
Deferred technology fee income 26,881 18,305
Employee benefits 10,084 12,322
Other 3,256 2,520

$121,309 $141,518

Note 10 - Long-term debt:
December 31,
1993 1994
(In thousands)

NL Industries:

11.75% Senior Secured Notes $250,000 $250,000
13% Senior Secured Discount Notes 102.627 116,409
352,627 366,409
Kronos:
DM bank credit facility (DM 548,000 and
DM 397,610, respectively) 316,032 255,703
LPC term loan 104,143 88,715
Other 14,513 10,507
434,688 354,925
Rheox:
Bank term loan 4 82,500 67,500
Other 1,070 815
83,570 68,315
870,885 789,649
Less current maturities 35,716 42 887

$835,169 $746,762

The Company’s $250 million principal amount of 11.75% Senior Secured Notes
due 2003 and $188 million principal amount at maturity ($100 million proceeds at
issuance) of 13% Senior Secured Discount Notes due 2005 (collectively, the
"Notes"™) are collateralized by a series of intercompany notes from Kronos
International, Inc. ("KII"), a wholly-owned subsidiary of Kronos, to NL, the terms
of which mirror those of the respective Notes (the "Mirror Notes"). The Senior
Secured Notes are also collateralized by a first priority lien on the stock of
Kronos and a second priority lien on the stock of Rheox. The Senior Secured Notes
and the Senior Secured Discount Notes are redeemable, at the Company’s option,
after October 2000 and October 1998, respectively, except that up to one-third of
the aggregate principal amount of the Senior Secured Discount Notes are redeemable
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(at 113% of the accreted value) upon any Common Stock Offering, as defined, prior
to October 1996. For redemptions, other than redemptions pursuant to any Common
Stock Offering, the redemption prices range from 101.5% (starting October 2000)
declining to 100% (after October 2001) of the principal amount for the Senior
Secured Notes and range from 106% (starting October 1998) declining to 100% (after
October 2001) of the accreted value of the Senior Secured Discount Notes. In the
event of a Change of Control, as defined, the Company would be required to make
an offer to purchase the Notes at 101% of the principal amount of the Senior
Secured Notes and 101% of the accreted value of the Senior Secured Discount Notes.
The Notes are issued pursuant to indentures which contain a number of covenants
and restrictions which, among other things, restrict the ability of the Company
and its subsidiaries to incur debt, incur liens, pay dividends or merge or
consolidate with, or sell or transfer all or substantially all of its assets to,
another entity. At December 31, 1994, there were no amounts available for payment
for dividends pursuant to the terms of the indentures. The Senior Secured
Discount Notes do not require cash interest payments for the first five years.
The net carrying value of the Senior Secured Discount Notes per $100 principal
amount at maturity was $54.73 and $62.08 at December 31, 1993 and 1994,
respectively,

The DM credit facility, as amended, consists of a DM 398 million term loan
due from March 1997 to September 1999 and a DM 250 million revolving credit
facility due no later than September 2000. At December 31, 1994, all of the
revolving credit facility was available for future borrowings by KII; however, DM
125 million is available only for (i) permanently reducing the DM term loan or
(ii) paying future German tax assessments. Borrowings bear interest at DM LIBOR
plus 1.625% (8.19% and 6.938% at December 31, 1993 and 1994, respectively). NL
and Kronos have agreed, under certain circumstances, to provide KII with up to DM
125 million through January 1, 2001. The DM credit facility is collateralized by
pledges of the stock of certain KII subsidiaries. The credit agreement restricts
KII's ability to incur additional indebtedness, restricts its dividends and other
payments to affiliates, requires it to maintain specified debt service coverage
and other ratios, and contains other provisions and restrictive covenants
customary in lending transactions of this type.

Borrowings under KLA's tranche of LPC’s term loan bear interest at U.S.
LIBOR plus 1.625% (5.01% and 8.125% at December 31, 1993 and 1994, respectively)
and are repayable in quarterly installments through Septéember 2000. See Note 6.

Rheox has a credit agreement providing for a seven-year term loan due in
quarterly installments through December 1997 and a §15 million revolving
credit/letter of credit facility due September 1995. Borrowings bear interest,
at Rheox'’s option, at prime rate plus 1.5% or U.S. LIBOR plus 2.5% (5.83% and
9.01% at December 31, 1993 and 1994, respectively), and are collateralized by the
stock of Rheox and its domestic subsidiary and by Rheox’s U.S. assets. The credit
agreement restricts Rheox'’s ability to incur additional indebtedness, restricts
its dividend payments and contains other provisions and restrictive covenants
customary in lending transactions of this type. In connection with the credit
agreement, Rheox had entered into interest rate swap agreements to mitigate the
impact of changes in interest rates on the term loan. These swap agreements,
which matured in December 1994, effectively converted the interest rate on $60
million of the loan from & varisble rate to a fixed rate of 8.1%. At December 31,
1993, the effective interest rate on the term loan, including the impact of the
swap agreements, was 7.3%.
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Unused lines of credit available for borrowings under the Rheox U.S.
facility and non-U.S. credit facilities totalled $14 million and $195 million,
respectively, at December 31, 1994. Of the non-U.$. eredit facilities available,
$80 million is available only for (i) permanently reducing the DM term loan or
(11) paying future German tax assessments.

The aggregate maturities of long-term debt at December 31, 1994 are shown
in the table below.

Years ending December 31, Amount
. (In thousands)
1995 $ 42,887
1996 41,308
1997 97,612
1998 101,354
1999 128,457
2000 and thereafter 449,122
. 860,740
Less unamortized original issue discount on the

Senior Secured Discount Notes 71,091
$789,649

Note 11 - Employee benefit plans:
Company-sponsored pension plans

The Company maintains various defined benefit and defined contribution
pension plans covering substantielly all employees. Personnel employed by
non-U.S. subsidiaries are covered by separate plans in their respective countries
and U.S. employees are covered by various plans including the Retirement Programs
of NL Industries, Inc. (the "NL Pension Plan").

A majority of U.S. employees are eligible to participate in a contributory
savings plan with partial matching contributions by the Company. The Company’s
expense related to matching contributions was $1.0 million, nil and $.3 million
in 1992, 1993 and 1994, respectively.

Defined pension benefits are generally based upon years of service and
compensation under fixed-dollar, final pay or career average formulas, and the
related expenses are based upon independent actuarial valuations. The funding
policy for U.S. defined benefit plans is to contribute .amounts which satisfy
funding requirements of the Employee Retirement Income Security Act of 1974, as
amended. Non-U.S. defined benefit pension plans are funded in accordance with
applicable statutory requirements.

The funded status of the Company'’s defined benefit pension plans is set
forth below. The rates used in determining the actuarial present value of benefit
obligations were (i) discount rates - 8.5% (1993 - 7% to 8.5%) and (ii) rates of
increase in future compensation levels - nil to 6%. The expected long-term rates
of return on assets used ranged from 8.5% to 9.0% (1993 - 8% to 10%). Plan assets
are comprised primarily of investments in U.S. and non-U.S. corporate equity and
debt securities, short-term investments, mutual funds and group annuity contracts.
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SFAS No. 87, "Employers’ Accounting for Pension Costs" requires that an
additional pension liability be recognized when the unfunded accumulated pension
benefit obligation exceeds the unfunded accrued pension liability. Variances from
actuarially-essumed rates, including the rate of return on pension plan assets,
will result in additional increases or decreases in accrued pension liabilities,
pension expense and funding requirements in future periods.
-approximately 60% of the projected benefit obligations in excess of plan assets

relate to non-U.S. plans.

Assets exceed

accumulated benefits

December 31,

At December 31, 1994,

Accunmulated benefits
exceed assets
December 31,

1993 1994 1993 1994
(In thousands)
Actuarial present value of benefit
obligations:
Vested benefits $40,612 $43,248 $137,156 $132,317
Nonvested benefits 3,160 3,390 2,893 2,155
Accunulated benefit obligations 43,772 46,638 140,049 134,472
Effect .of projected salary
increases 6,235 5.938 17.664 19,620
Projected benefit obligations
("PBO") 50,007 52,576 157,713 154,092
Plan assets at fair value 63,565 66,293 88,881 108,377
Plan assets over (under) PBO 13,558 13,717 (68,832) (45,715)
Unrecognized net loss (gain) from
experience different from
actuarial assumptions 774 2,876 (4,958) (32,808)
Unrecognized prior service cost
{credit) 3,121 3,195 (3,879) (3,255)
Unrecognized transition obligations
(assets) being amortized over 15
to 18 years (1,146) (459) 2,586 2,606
Adjustment required to recognize :
minimum liability - - {(3,442) (1,635)
Total prepaid (accrued)
pension cost 16,307 19,329 (78,525) (80,807)
Less current portion - - (5.919) (4.565)
Noncurrent prepald (accrued)
pension cost §16,307  $19,329 $(72,606) $(76,242)
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The components of the net periodic defined benefit pension cost are set
forth below.
Years ended December 31,
1992 1993 1994
(In thousands)

Service cost benefits $§ 4,272 § 4,082 $ 4,905
Interest cost on FPBO 13,804 14,430 15,371
Actual return on plan assets (12,248) (15,647) (8,039)
Net amortization and deferrals (1,346) 2,413 (5,940

$§ 4,482 S 5,278 $ 6,297

Incentive bonus programs

The Company has incentive bonus programs for certain employees providing for
annual payments, which may be in the form of NL common stock, based on formulas
involving the profitability of Kronos and Rheox in relation to the annual
operating plan of the employee'’s business unit and individual performance.

Postretirement benefits other than pensions

In addition to providing pension benefits, the Company currently provides
certain health care and 1life insurance benefits for eligible retired employees.
Certain of the Company’s U.S. and Canadian employees may become eligible for such
postretirement health care and life insurance benefits if they reach retirement
age while working for the Company. In 1989, the Company began phasing out such
benefits for currently active U.S. employees over a ten-year period. The majority
of all retirees are required to contribute a portion of the cost of their benefits
and certain current and future retirees are eligible for reduced health care
benefits at age 65. The Company’s policy is to fund medical claims as they are
incurred, net of any contributions by the retirees. Effective January 1, 1993,
the Company’s postretirement medical plans were revised to, among other things,
increase the deductible and maximum out-of-pocket amounts, increase the retiree
copayment percentage and pass on future cost increases to the participants through
increased contributions or decreased reimbursements,

The rates used in determining the actuarial present value of the accumulated
benefit obligations were (i) discount rate - 8.5% (1993 - 7%), (ii) rate of
increase in future compensation levels - 6% (1993 - 4%), (iii) rate of increase
in future health care costs - 10% in 1995, gradually declining to 5% in 2000 and
thereafter and (iv) expected return on plan assets - 9%. If the health care cost
trend rate was increased by one percentage point for each year, postretirement
benefit expense would have increased approximately $.2 million in 1994, and the
actuarial present value of accumulated benefit obligations at December 31, 1994
would have increased by approximately $2.0 million.
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Actuarial present value of accumulated benefit
obligations:
Retiree benefits
Other fully eligible active plan participants
Other active plan participants

Plan assets at fair value

Accumulated postretirement benefit obligations
In excess of plan assets

Unrecognized net gain from experience different
from actuarial assumptions

Unrecognized prior service credit

Total accrued postretirement benefits cost
Less current portion

Noncurrent accrued postretirement benefits
cost

December 31,

1993 1994

(In thousands)

$61,686 $51,895
1,106 1,229
1,962 1,797
64,754 54,921

8,095 7,217

56,659 47,704
2,390 9,251
15,145 13,672
74,194 70,627
5,872 5,328
$68,322 $65,299

The components of the Company’s net periodic postretirement benefit cost are

set forth below:

Years ended December 31

Interest cost on accumulated benefit
obligations

Service cost benefits earned during the year

Expected return on plan assets

Net amortization and deferrals

Note 12 - Shareholders’ deficit:

Common stock

1992 1993 199
(In thousands)
$6,189 $§ 4,911 $ 4,338
130 127 99
(650) (647) (688)
- (1,473) (1,495)
$5,669  $2.918  §2,250

Shares of common stock

Treasury
Issued stock Outstanding
(In thousands)
Balance at December 31, 1991 66,839 15,638 51,201
Purchase of treasury shares 311 (311)
Balance at December 31, 1992 and 1993 66,839 15,949 50,890
Treasury shares reissued (162) 162
Balance at December 31, 1994 66,839 15,787 51,052
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Common stock options

_ The 1989 Long Term Performance Incentive Plen of NL Industries, Inc. (the
"NL Option Plan") provides for the discretionary grant of restricted common stock,
stock options, stock eppreciation rights ("SARs") and other incentive compensation
to officers and other key employees of the Company. Although certain stock
options and SARs granted pursuant to similar plans which preceded the NL Option
Plan ("the Predecessor Option Plans”) remain outstanding at December 31, 1994, no
additional options may be granted under the Predecessor Option Plans.

Up to five million shares of NL common stock may be issued pursuant to the
NL Option Plan. The NL Option Plan provides for the grant of options that qualify
as incentive options and for options which are not so qualified. Generally, stock
options and SARs (collectively, "options") are granted at a price equal to or
greater than 100% of the market price at the date of grant, vest over a five year
period and expire ten years from the date of grant. Restricted stock, forfeitable
unless certain periods of employment are completed, is held in escrow in the name
of the grantee until the restriction period expires. No SARs have been granted
under the NL Option Plan. At December 31, 1994, 100,000 shares of common stock,
restricted for periods up to 14 months, are included in common shares outstanding.

Changes in outstanding options granted pursuant to the NL Option Plan and
the Predecessor Option Plans are summarized in the table below. At December 31,
1994, options to purchase 850,582 shares were exercisable and options to purchase
388,200 shares become exercisable in 1995. Of the exercisable options at
December 31, 1994, options to purchase 468,912 shares had exercise prices less
than the Company'’s December 31, 1994 quoted market price of $12.625 per share.
At December 31, 1994, an aggregate of 2.7 million shares were available for future
grants under the NL Option Plan.

Amount

Exercise payable
price per upon

Shares share exercise

(In thousands, except per share amounts)

Outstanding at December 31, 1991 1,051 §8.65 - 26.17 $15,992
Granted _ 237 9.31. 2,207

Canceled or expired (10) 9,31 - 26.17 (126)
Outstanding at December 31, 1992 1,278 8.65 - 24.19 18,073
Granted 451 5.00 - 7.00 2,645

Canceled or expired (3) 8.65 - 10.78 (27)
Outstanding at December 31, 1993 1,726 '5.00 - 24.19 20,691
Granted 673 8.69 - 10.69 6,297

Exercised (13) 9.31 - 10.50 (119)

Canceled or expired (13) _5.,00 - 10.13 (114)
Outstanding at December 31, 1994 2,373 $5.00 - 24.19 $26,755
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Preferred stock

The Company is authorized to 1issue a total of five million shares of
preferred stock. The rights of preferred stock as to dividends, redemption,
liquidation and conversion are determined upon issuance.

Note 13 - Income taxes:

The components of (1) loss before income taxes, minority interest,
extraordinary item and cumulative effect of changes in accounting principles
("pretax income (loss)"), (ii) the difference between the provision for income
taxes attributable to pretax income (loss) and the amounts that would be expected
using the U.S. federal statutory income tax rate of 35% (34% in 1992), (iii) the
provision for income taxes and (iv) the comprehensive tax provision (benefit) are

presented below. ‘
' Years ended December 31,

1992 1993 1994
(In thousands)
Pretax income (loss):
U.Ss. $(52,724) $(41,579) § (6,241)
Non-U.S. 9,710 (28,189) (7.,164)
§(43,014) $(69,768) $¢13,405)
Expected tax benefit $(14,625) $(24,419) $ (4,692)
Non-U.S. tax rates (11,224) (15,620) {7,108)
Rate change adjustment of deferred taxes - 6,823 -
Valuation allowance 20,237 40,827 24,309
Settlement of U.S. tax audits - - (5,437)
Incremental tax on income of companies not
included in the NL Tax Group 5,385 2,553 790
Other, net 686 2,549 1,872
$ 459 $§ 12,713 $ 9,734
Provision for income taxes:
Current income tax expense (benefit):
Uu.s, $ (2,395) $ 45) $ (4,747)
Non-U.S. 21,803 14,083 2,574
19,408 14,038 2,173)
Deferred income tax expense (benefit):
U.s. 33 (140) 4,405
Non-U.S. (18,982) (1.185) 7,502
8.949) 1,325) _ 11,907
$ 459 12,713 9,734
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Years ended December 31,

1992 1993 1994
(In thousands)
Comprehensive tax provision (benefit)
allocable to: :
Pretax income (loss) $ 459 $12,713 $9,734
Shareholders' deficit, principally
deferred income taxes allocable to
currency translation and marketable

securities adjustments (1,196) (1,243) 7
$__(737) $11,470 §9,741

Changes in deferred income taxes related to the adoption of new accounting
standards are disclosed in Note 19. The Company’s valuation allowance increased
in the aggregate (including the effect of foreign currency translation) by $47
million in 1993 and $31 million in 1994. The components of the net deferred tax
liability are summarized below:

December 31,
~1993 1994
Deferred tax Deferred tax
Assets Liabilities Assets Lisbilities
(In thousands)

Tax effect of temporary
differences relating to:

Inventories $ 3,965 $ (2,532) § 4,275 $ (2,885)
- Property and equipment 2,694 (90,356) 423 (102,817)
Accrued postretirement :
benefits cost 25,955 - 24,968 -
Accrued pension cost 9,712 (9,224) 9,363 (11,529)
Accrued environmental costs 26,784 - . 34,108 -
Other accrued liabilities
and deductible differences 22,070 - 32,031 -
Other taxable differences - (104,940) - (139,378)
Tax on unremitted earnings of
non-U.S. subsidiaries 577 (27,742) 452 (22,416)
Tax loss and tax credit :
carryforwards 137,706 - 162,906 -
Valuation allowance (133,377) - (164,500) -
Gross deferred tax assets
(liasbilities) 96,086 (234,794) 104,026 (279,025)
Reclassification, principally
netting by tax jurisdiction (92,194) 92,194 (95,103) 99,103
Net total deferred tax
assets (lisbilities) 3,892 (142,600) 4,923 (179,922)
Net current deferred tax
assets (liabilities) 3,315 {3,623) 2,177 (1,590)
Net noncurrent deferred tax
assets (liabilities) $ 577 $(138.977) §____ 2,746 $(178,332)
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Certain of the Company’s income tax returns in various U.S. and non-U.S.
jurisdictions, including Germany, are being examined and tax authorities have
proposed or may propose tax deficiencies. During 1994, the German tax authorities
withdrew certain assessment reports which had proposed tax deficiencies of DM 100
million and remitted tax refunds aggregating DM 225 million ($136 million),
including interest, on a tentative basis. The Company applied DM 174 million
($108 million) of the German tentative tax refunds to reduce outstanding
borrowings under its DM credit facility. The examination of the Company'’'s 1989
and 1990 income tax returns is continuing and additional substantial proposed tax
deficiency assessments are expected. Although the Company believes that it will
ultimately prevail, the Company has granted a DM 100 million ($64 million at
December 31, 1994) lien on its Nordenham, Germany Ti0, plant, and may be required
to provide additional security in favor of the German tax authorities until the
assessments proposing tax deficiencles are resolved. The Company believes that
it has adequately provided accruals for additional income taxes and related
interest expense which may ultimately result from all such examinations and
believes that the ultimate disposition of such examinations should not have a
material adverse effect on the Company’s consolidated financial position, results
of operations or liquidity. In November 1994, the Joint Committee on Taxation
(Congressional Review) approved the Company's settlement with the Internal Revenue
Service regarding examinations of the Company’s 1985 and 1986 U.S. federal income
tax returns which resulted in a $5 million tax benefit. In 1995, the Company
expects to make examination settlement payments of $20 million in final settlement
of certain German tax examinations relating to tax years prior to 1989,

At December 31, 1994, the Company had approximately $300 million of income
tax loss carryforwards with no expiration dates, primarily in Germany. As a
result of the German tentative tax refunds and redetermination of prior year'’s
U.S. tax liabilities, at December 31, 1994, the Company does not anticipate having
any U.S. tax attributes, including net operating loss and alternative minimum tax
credits, available for carryforward for U.S. federal income tax purposes.

Note 14 - Other income, net:

Years ended December 31,
1992 1993 1994
{(In thousands)

Securities earnings:

Interest and dividends $14,234 $ 4,104 $ 5,075
Securities transactions : (6.018) 4,363 (1,220)
8,216 8,467 3,855

Litigation settlement gains -
Technology fee income

- 22,978
2,048 10,344

Currency transaction gains, net 1,735 3,299 1,735
Royalty income 1,014 2,016 1,508
Disposition of property and equipment (1,419) (199) (1,981)

Other, net 5,251 6.453 6,389
| $14,797  $22,084  §$44,828

Litigation settlement gains includes $20 million related to the Company’s
1994 settlement of its lawsuit against Lockheed Corporation. Technology fee
income is being amortized by the straight-line method over a three-year period
beginning October 1993. ’
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Note 15 - Other items:

Advertising costs, expensed as incurred, were $2.6 million in 1992, $2.1
million in 1993 and $1.9 million in 1994.

Research, development and sales technical support costs, expensed as
incurred, approximated $11 million in 1992 and $10 million in both 1993 and 1994.

Interest capitalized in connection with long-tefm capital projects was $9
million in 1992 and §1 million in both 1993 and 1994.

Note 16 - Extraordinary item:

The extraordinary loss in 1993 relates to the settlement of certain interest
rate swap agreements for $20 million in cash in conjunction with prepaying the
Louisiana plant indebtedness and from the write-off of deferred financing costs
related to such prepayment and the paydown of a portion of the DM bank credit
facility. The Louisiana plant indebtedness loan agreement required the Company
to enter into the interest rate swap agreements and both the debt and related
swaps were collateralized by the Louisiana plant. The Company was required to
prepay the Louisiana plant indebtedness and settle the swaps prior to the
formation of LPC (thus making the swaps inseparable from the debt).

Note 17 - Related party transactions:

The Company may be deemed to be controlled by Harold C. Simmons.
Corporations that may be deemed to be controlled by or affiliated with Mr. Simmons
sometimes engage in (a) intercorporate transactions such as guarantees, management
and expense sharing arrangements, shared fee arrangements, joint ventures,
partnerships, loans, options, advances of funds on open account, and sales, leases
and exchanges of assets, Including securities issued by both related and unrelated
parties and (b) common investment and acquisition strategies, business
combinations, reorganizations, recapitalizations, securities repurchases, and
purchases and sales (and other acquisitions and dispositions) of subsidiaries,
divisions or other business units, which transactions have involved both related
and unrelated parties and have included transactions which resulted in the
acquisition by one related party of a publicly-held minority equity interest in
another related party. While no transactions of the type described above are
planned or proposed with respect to the Company, the Company from time to time
considers, reviews and evaluates, and understands that Contran, Valhi and related
entities consider, review and evaluate, such transactions. Depending upon the
business, tax and other objectives then relevant, and restrictions under the
indentures and other agreements, it is possible that the Company might be a party
to one or more such transactions in the future.

It is the policy of the Company to engage in transactions with related
parties on terms, in the opinion of the Company, no less favorable to the Company
than could be obtained from unrelated parties.

The Company is a party to an intercorporate services agreements with Valhi
and Contran (the "Valhi and Contran 1SAs"™) whereby Valhi and Contran provide
certain management, financial and administrative services to the Company on a fee
basis. Management services fee expense related to the Valhi and Contran ISAs was
$1.4 million in 1992, $.7 million in 1993 and §.6 million in 1994,
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Baroid Corporation, a former wholly-owned subsidiary of the Company and a
subsidiery of Dresser Industries, Inc., end the Company were parties to an
intercorporate services agreement (the "Baroid ISA") pursuant to which, as
amended, Baroid agreed to make certain services available to the Company on a fee
basis subject to termination or renewal by mutual agreement. Management services
fee expense pursuant to the Baroid ISA approximated $2.3 million in 1992, $.3
million in 1993 and $.2 million in 1994,

The Company was party to an intercorporate services agreement with Tremont
(the "Tremont ISA") until June 1993 when the agreement was terminated. Under the
terms of the contract, the Company provided certain management, financial and
legal services to Tremont on a fee basis. Management services fee income related
to the Tremont ISA was $.5 million in 1992 and $.1 million in 1993.

Purchases from Tremont in the ordinary course of business pursuant to a
long-term supply contract were $.6 million in 1992, §. 4 million in 1993 and nil
in 1994,

Sales to Baroid in the ordinary course of business were $2.1 million in 1992
and $1.8 million in both 1993 and 1994.

Purchases in the ordinary course of business from unconsolidated joint
ventures, including LPC, were approximately $9 million in 1992, $22 million in
1993 and $74 million in 1994.

Certain employees of the Company have been granted options to purchase Valhi
common stock under the terms of Valhi'’s stock option plans. The Company and Valhi
have agreed that the Company will pay Valhi the aggregate difference between the
option price and the market value of Valhi’s common stock on the exercise date of
such options. For financial reporting purposes, the Company accounts for the
related expense (nil in 1992 and 1993 and $64,000 in 1994) in a manner similar to
accounting for SARs. At December 31, 1994, employees of the Company held options
to purchase 365,000 shares (356,000 shares vested) of Valhi common stock at
exercise prices ranging from $5 to $15 per share. At December 31, 1994, 30,000
of these options were exercisable at prices less than Valhi's quoted market price
per share of $7.625.

The Company and TRE Insurance, a wholly-owned subsidiary of Tremont, are
parties to an Insurance Sharing Agreement with respect to certain loss payments
and reserves established by TRE Insurance that (i) arise out of claims against
other entities for which the Company is responsible and (ii) are subject to
payment by TRE Insurance under certain reinsurance contracts. Also, TRE Insurance
will credit the Company with respect to certain underwriting profits or credit
recoveries that TRE Insurance receives from independent reinsurers that relate to
retained lisbilities.
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Net amounts payable to affiliates are summarized in the following table.

December 31,

1993 1964
{(In thousands)
Tremont Corporation $§4,777 $ 4,780
LPC : ‘ 4,789 6,565
Other : - 3

$9,566 $11,348

Amounts payable to LPC are generally for the purchase of TiO, (see Note 6),
and amounts payable to Tremont relate to the Company’s Insurance Sharing Agreement
described above.

Note 18 - Commitments and contingenciles:
Leases

The Company leases, pursuant to operating leases, various manufacturing and
office space and transportation equipment. Most of the leases contain purchase
and/or various term renewal options at fair market and fair rental values,
respectively. In most cases management expects that, in the normal course of
business, leases will be renewed or replaced by other leases.

Kronos'’ principal German operating subsidiary leases the land under its
Leverkusen Ti10, production facility pursuant to a lease expiring in 2050. The
Leverkusen facility, with approximately omne-third of Kronos’ current TiO,
production capacity, 1s located within the 1lessor’'s extensive manufacturing
complex, and Kronos is the only unrelated party so situated. Under a separate
supplies and services agreement, which expired in 1991 and to which an extension
through 2011 has been agreed in principle, the lessor provides some raw materials,
auxiliary and operating materials and utilities services necessary to operate the
Leverkusen facility. Kronos and the lessor are continuing discussions regarding
a definitive agreement for the extension of the supplies and services agreement.
Both the lease and the supplies and services agreements restrict the Company'’s
ability to transfer ownership or use of the Leverkusen facility.

Net rent expense aggregated $9 million in 1992 and $8 million in both 1993
and 1994, At December 31, 1993, minimum rental commitments under the terms of
noncancellable operating leases were as follows:

Years ending December 31, Real Estate Egquipment
(In thousands)
1995 $ 1,782 $1,582
1996 1,550 1,083
1997 1,432 602
1998 1,455 325
1999 1,325 116
2000 and thereafter 13,200 17

$20, 744 $3,725
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Legal proceedings

Lead pigment litigation. Since 1987, the Company, other past manufacturers
of lead pigments for use in paint and lead-based paint and the Lead Industries
Association have been named as defendants in various legal proceedings seeking
damages for personal injury and property damage allegedly caused by the use of
lead-based paints. Certain of these actions have been filed by or on behalf of
large United States cities or their public housing authorities and certain others
have been asserted as class actions. These legal proceedings seek recovery under
a variety of theories, including negligent product design, failure to warn, breach
of warranty, conspiracy/concert of action, enterprise liability, market share
liability, intentional tort, and fraud and misrepresentation.

The plaintiffs in these actions generally seek to impose on the defendants
responsibility for lead paint abatement and asserted health concerns associated
with the use of lead-based paints, which was permitted for interior residential
use in the United States until 1973, including damages for personal injury,
contribution and/or indemnification for medical expenses, medical monitoring
expenses and costs for educational programs. Most of these legal proceedings are
in various pre-trial stages; several are on appeal.

The Company believes that these actions are without merit, intends to
continue to deny all allegations of wrongdoing and liability and to defend all
actions vigorously. The Company has not accrued any amounts for the pending lead
pigment litigation. Considering the Company'’s previous involvement in the lead
and lead pigment businesses, there can be no assurance that additional litigation
similar to that currently pending will not be filed. :

Environmental matters and litigation. Some of the Company'’s current and
former facilities, including several divested secondary lead smelters and former
mining locations, are the subject of civil litigation, administrative proceedings
or of investigations arising under federal and state environmental 1laws.
Additionally, in connection with past disposal practices, the Company has been
named a potential responsible party ("PRP") pursuant to the Comprehensive
Environmental Response, Compensation and Liability Act, as amended by the
Superfund Amendments and Reauthorization Act ("CERCLA") in approximately 80
governmental enforcement and private actions associated with hazardous waste sites
and former mining locations, some of which are on the U.S. Environmental
Protection Agency’s Superfund National Priorities List. These actions seek
cleanup costs and/or damages for personal injury or property damage. While the
Company may be jointly and severally liable for such costs, in most cases, it is
only one of & number of PRPs who are also jointly and severally liable. In
addition, the Company 1is a party to a number of lawsuits filed in wvarious
jurisdictions alleging CERCLA or other environmental claims. At December 31,
1994, the Company had accrued $87 million in respect of those environmental
matters which are reasonably estimable. It is not possible to estimate the range
of costs for certain sites. The upper end of the range of reasonably possible
costs to the Company for sites which it is possible to estimate costs {is
approximately $160 million. The imposition of more stringent standards or
requirements under environmental laws or regulations, new developments or changes
respecting site cleanup costs or allocation of such costs among PRPs, or a
determination that the Company is potentially responsible for the release of
hazardous substances at other sites could result in expenditures in excess of
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amounts currently estimated by the Company to be required for such matters. No
assurance can be given that actual costs will not exceed accrued amounts or the
upper end of the range for sites for which estimates have been made and no
assurance can be given that costs will not be incurred with respect to sites as
to which no estimate presently can be made. Further, there can be no assurance
that additional environmental matters will not arise in the future.

Certain of the Company’s businesses are and have been engaged in the
handling, manufacture or use of substances or compounds that may be considered
toxic or hazardous within the meaning of applicable environmental laws. As with
other companies engaged in similar businesses, certain operations and products of
the Company have the potential to cause environmental or other damage. The
Company continues to implement various policies and programs in an effort to
minimize these risks. The Company’s policy is to comply with environmental laws
and regulations at all of its facilities and to continually strive to improve
environmental performance in association with applicable industry initiatives.
It is possible that future developments, such as stricter requirements of
environmental laws and enforcement policies thereunder, could affect the Company’s
production, handling, use, storage, transportation, sale or disposal of such
substances.

Other 1litigation. The Company 1is also involved in wvarious other
environmental, contractual, product liability and other claims and disputes
incidental to its present and former businesses.

The Company currently believes the disposition of all claims and disputes
individually or in the aggregate, should not have a material adverse effect on the
Company’s consolidated financial condition, results of operations or liquidity.

Concentrations of credit risk

Sales of Ti0, accounted for almost 90% of net sales during the past three
years. TiO; is sold to the paint, paper and plastics industries. Such markets
are generally considered "quality-of-life"” markets whose demand for TiO, is
influenced by the relative economic well-being of the various geographic regions.
Ti0, is sold to over 5,000 customers, none of which represents a significant
portion of net sales. In each of the past three years, approximately one-half of
the Company'’s Ti0, sales by volume were to Europe and approximately 33% in 1992,
38% in 1993 and 36% in 1994 of sales were attributable to North America.

Consolidated cash and cash equivalents includes $64 million and $80 million
invested in U.S. Treasury securities purchased under short-term agreements to
resell at December 31, 1993 and 1994, respectively, of which $56 million and $73
million, respectively, of such securities are held in trust for the Company by a
single U.S. bank.
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Note 19 - Changes in accounting principles:

In 1963, the Company adopted SFAS No. 115 (marketable securities) as of
December 31, 1993. 1In 1992, the Company (i) elected early compliance with both
SFAS No. 106 (OPEB) and SFAS No. 109 (income taxes) as of January 1, 1992; (ii)
elected immediate recognition of the OFEB transition obligation; and (f1i) elected
to apply SFAS No. 109 prospectively and not restate prior years. The cumulative
effect of changes in accounting principles adjustments are shown below.

Amount reflected in

Equity
Earnings component

(In thousands)
Increase (decrease) in net assets at
December 31, 1993 - SFAS No. 115:

Marketable securities ~§1,872 $(1,872)
Deferred income taxes (655) 655
$1,217 $(1,217)

Amount

(In thousands)
Increase (decrease) in net assets at

January 1, 1992 - SFAS Nos. 106 and 109:

Accrued postretirement benefits cost §(74,918)
Deferred income taxes, net 43,114
$(31.804)
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Note 20 - Financial instruments:

Summarized below is the estimated fair value and related net carrying value
of the Company'’s financial instruments.

December 31, December 31,
1993 1994
Carrying Falr Carrying Fair
Amount Value Amount Value

(In millions)

Cash and cash equivalents $ 106.6 $106.6 $ 131.1 $131.1
Marketable securities - classified as:
Trading securities 41.1 41.1 25.2 25.2
Available-for-sale 18.4 18.4 21.3 21.3

Notes payable and long-term debt:
Fixed rate with market quotes:

Senior Secured Notes $ 250.0 $260.0 $ 250.0 $247.1
Senlor Secured Discount Notes 102.6 108.3 116.4 114.8
Rheox debt with rates fixed via
interest rate swaps 60.0 61.0 - -
Variable rate debt 458.3 458.3 423.2 423.2
Common shareholders’ equity (deficit) $(264.8) $229.0 §(293.1) $644.5

Fair value of the Company’s marketable securities and Notes are based upon
quoted market prices and the fair value of the Company’s common shareholder’s
equity (deficit) is based upon quoted market prices for NL's common stock. The
fair value of debt on which interest rates have been effectively fixed through the
use of interest rate swaps (a portion of Rheox’s U.S. term loans in 1993) is
deemed to approximate the book value of the debt plus or minus the fair value of
the related swaps. The fair value of Rheox’s interest rate swaps is estimated to
be a $§1 million payable at December 31, 1993. Such fair value represents the
estimated amount the Company would pay if it were to terminate the swap agreements
at that date. The fair value of swap agreements is estimated by obtaining quotes
from the counter party financial institutions. The fair value of wvariable
interest rate debt is deemed to approximate book value. With the exception of
certain interest rate cap agreements that have a carrying value of $.5 million and

a fair value of nil, the Company holds no derivative financial instruments at
December 31, 1994.
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Note 21 - Quarterly financial data (unaudited):

Quarter ended,
March 31 June 30 Sept. 30 Dec. 31

(In thousands, except per share amounts)

Year ended December 31, 1993:

Net sales $198,518 $221,378 $202,096 §183,331
Cost of sales 142,506 171,671 156,894 141,296
Operating income 23,105 15,166 12,773 11,356

Loss before extraordinary item
and cumulative effect of

change in accounting
principle $(13,490) $(28,002) $(18,722) $(22,997)

Extraordinary item (27,815)

Cumulative effect of change in

accounting principle - - - 1,217
Net loss $(13,490) $(28,002) $(18,722) $(49,595)

Per share of common stock:
Loss before extraordinary
item and cumulative effect
of change in accounting
principle $ (.27) $ {.55) $ (.37) $ (.44)

Extraordinary item - (.55)
Cumulative effect of change
in accounting principle - - - .02
Net loss $__ (27 §__¢55) §__3 §__(97
Weighted average shares
outstanding 50,890 50,890 50,890 50,890
Year ended December 31, 1994:
Net sales ' §201,849 §237,113 $225,200 $223,792
Cost of sales 146,956 178,925 168,033 155,831
Operating income 22,313 26,242 27,093 35,704
Net income (loss) $.(6,367) $(15,534) § (4,578) § 2,497
Net income (loss) per
share of common stock $ 12y $__(.30) S$__ (.09 § .05
Weighted average shares
outstanding 50,9635 51,040 51,040 51,045
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REPORT OF INDEPENDENT ACCOUNTANTS
ON FINANCIAL STATEMENT SCHEDULES

Our report on the consolidated financial statements of NL Industries, Inc.
is included on page F-2 of this Annual Report on Form 10-K. As discussed in Notes
2 and 19 to the consolidated financial statements, the Company changed its method
of accounting for marketable securities in 1993 and, the Company changed its
method of accounting for postretirement benefits other than pensions and income
taxes in 1992. 1In connection with our audits of such financial statements, we
have also audited the related financial statement schedules listed in the index
on page F-1l.

In our opinion, the financial statement schedules referred to above, when

considered in relation to the basic financial statements taken as a whole, present
fairly, in all material respects, the information required to be included therein.

COOPERS & LYBRAND L.L.P.

Houston, Texas
February 3, 1995

5-1
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NL INDUSTRIES, INC. AND SUBSIDIARIES
SCHEDULE 1-CONDENSED FINANCIAL INFORMATION OF REGISTRANT

Condensed Balance Sheets
December 31, 1993 and 1994

(In thousands)

Current assets:
Cash and cash equivalents
Marketable securities
Accounts and notes recelvable
Receivable from subsidiaries
Prepaid expenses

Totai current assets

Other assets:
Marketable securities
Notes receivable from subsidiary
Investment in subsidiaries
Other

Total other assets

Property and equipment, net

Current liabilities:
Accounts payable and accrued liabilities
Payable to affiliates
Income taxes
Deferred income taxes

Total current liabilities
Noncurrent liabilities:
Long-term debt
Deferred income taxes
Accrued pension cost
Accrued postretirement benefits cost
Other
Total noncurrent liabilities

Shareholders’ deficit

§-2

1993 1994
$ 11,107 $ 18,371
41,045 25,165
2,088 1,274
980 2,854
248 747
55,468 48,411
18,428 21,329
352,627 366,409
(156,615) (181,751)
10,713 9,214
225,153 215,201
3,925 3,732
$ 284 546 $ 267,344
$ 38,176 $ 33,248
4,777 4,783
93 186
3,627 1,436
46,673 39,653
352,627 366,409
27,182 9,546
16,164 14,021
42,216 40,711
64,479 90,086
502,668 520,773
264,795) 293,082)
$ 284,546 $ 267,344



NL INDUSTRIES, INC. AND SUESIDIARIES

SCHEDULE I-CONDENSED FINANCTAL INFORMATION OF REGISTRANT (Continued)

Condensed Statements of Operations
Years ended December 31, 1992, 1993 and 1994

(In thousands)

1992 1993 1994
Revenues and other income:
Equity in income (loss) of subsidiaries $(10,703) $ (49,766) $§ 7,925
Interest and dividends 2,829 3,622 2,538
Interest income from subsidiary - 8,358 43,157
Securities transactions : 2,691 3,637 (1,220)
Other income, net 1,791 2,597 3,135
| (3,392) (31.552)  __55,535
Costs and expenses:
General and administrative 45,243 44,113 69,875
Interest 1,598 13,771 44,003
46,841 57.884 113,878
Loss before income taxes,
extraordinary item and cumulative
effect of changes in accounting
principles (50,233) (89,436) (58,343)
Income tax benefit 5,637 6,225 34,361
Loss before extraordinary item
and cumulative effect of changes
in accounting principles (44,596) (83,211) (23,982)
Extraordinary item - equity in income of
subsidiaries - (27,815 -
Cumulative effect of changes in
accounting principles:
NL (30,546) 1,217 -
Equity in income of subsidiaries (1,258) - -
(31.804) 1,217 -
Net loss . $(76,400) $(109,809) $(23,982)
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NL INDUSTRIES, INGC. AND SUBSIDIARIES
SCHEDULE I.CONDENSED FINANCIAl. INFORMATION OF REGISTRANT (Continued)

Condensed Statements of Cash Flows

Years ended December 31, 1992, 1993 and 1994

(In thousands)

1992 1993 1994
Cash flows from operating activities:
Net loss ‘ : $(76,400) $(109,809) $(23,982)
Undistributed earnings of subsidiaries: ’
Equity in (income) loss before
extraordinary item and cumulative
effect of changes in accounting
principles 10,703 49,766 (7,925)
Extraordinary item - 27,815 -
Cumulative effect of changes in
accounting principles 1,258 - -
Distributions 54,000 - 30,000
Non-cash interest expense - 165 845
Deferred income taxes ~ 843 1,510 (20,577)
Securities transactions (2,691) (3,637) 1,220
Cumulative effect of changes in
accounting principles 30,546 (1,217) -
Other, net 400 (1.268) (3,836)
18,659 (36,675) (24,255)
Change in assets and liabilities, net 6,340 14,428 23,263
Marketable trading securities:
Purchases - - (870)
Dispositions - - 15,530
Net cash provided (used) by o
operating activities 24,999 (22,247) 13,668
Cash flows from investing activities:
Investment in subsidiary (3,896) (6,478) (6,630)
Capital expenditures (214) (4) {126)
Loans to subsidiaries ‘- (341,500) -
Purchases of marketable securities (1,238) (10,899) -
Proceeds from disposition of marketable
securities 6,735 69,232 -
Other, net , {(768) 667 402
Net cash provided (used) by
investing activities 619 _(288,982) __(6,354)



" NL INDUSTRIES, INC. AND SUBSIDIARIES |

SCHEDULE I-CONDENSED FINANCIAL INFORMATION OF REGISTRANT {Contirued)
Condensed Statements of Cash Flows (Continued)
Years ended December 31, 1992, 1993 and 1994

(In thousands)

1692 1993 1994
Cash flows from financing activities:
Borrowings of (principal payments on):
Long-term debt ' : - §(14,873) § 327,340 § (1720)
Loans from affiliates 12,298 (16,047) -
Dividends paid (17,807) - -
Other, net . (3,660) - 120
Net cash provided (used) by
financing activities (24,042) 311,293 (50)
Cash and cash equivalents:
Increase (decrease) from:
Operating activities 24,999 (22,247) 13,668
Investing activities 619 (288,982) (6,354)
Financing activities (24,042) 311,293 (50)
Net change from operating, investing
and financing activities 1,576 64 7,264
Balance at beginning of year 9,467 11,043 11,107
Balance at end of year $11,043 S 11,107 § 18,37
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NL INDUSTRIES, INC. AND SUBSIDIARIES

SCHEDULE I - CONDENSED FINANCTAYT. INFORMATION OF REGISTRANT (Continued)

Notes to Condensed Financial Information

Note 1 - Basis of presentation:
The Consolidated Financial Statements of NL Industries, Inc. (the "Company")

and the related Notes to Consolidated Financial Statements are incorporated herein
‘by reference.

Note 2 - Net payable to (receivable from) subsidiaries and affiliates:

; December 31,
1 1993 1994
(In thousands)

Current: :
Tremont Corporation $§ 4,777 § 4,780
Other .- 3
Kronos and Rheox:
Income taxes 3,123 1,043
Other, net (4,103) (3.897)
$ 3,797 § 1,929
Noncurrent:
Note receivable - Kronos $(352,627) $(366,409)

Note 3 - long-term debt:

—.December 31,

1993 1994
(In thousands)

11.75% Senior Secured Notes $250,000 $250,000
13% Senior Secured Discount Notes 102,627 116,409

352,627  $366,409

See Note 10 of the Consolidated Financial Statements for a description of
the Notes.

S-6




The aggregate maturities of the Company’s long-term debt at December 31,

N 1994 are shown in the table below.
Amount
(In thousands)
i Senior Secured Notes due 2003 ) $250,000
Senior Secured Discount Notes due 2005 187,500
437,500
| Less unamortized original issue discount on the
{ Senior Secured Discount Notes 71,091
, $366,409

The Company and Kronos have agreed, under certain circumstances, to provide
Kronos’ principal international subsidiary with up to DM 125 million through
January 1, 2001,

S-7
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NL INDUSTRIES, INC. AND SUBSIDIARIES

SCHEDULE 11 - VALUATION AND QUALIFYING ACCOUNTS

(In thousands)

Balance at Charged to Currency
beginning  costs and : translation Balance at
Description of year expenses Deductions adjustments end of year
Year ended December 31, 1994:
Allowance for doubtful accounts and notes
receivable $ 3,008 $ 1,141 $__(616)(a) $__ 216 $ 3,749
Amortization of intangibles $ 11,941 $. 2,901 $ $ 1,307 $.16,149
Valuation allowance for deferred income
taxes $133.377 $24,309 $ $ 6,814 $164,500
Year ended December 31, 1993:
Allowance for doubtful accounts and notes
receivable $ 2,385 $ 1,216 $ _(476)(a) $__(117) $ 3,008
Amortization of intangibles $ 9,792 $. 2,863 S $__(714) $ 11,941
Valuation allowance for deferred income
taxes $ 86,031 $50,562(b) §__ - $(3,216) $133,377
Year ended December 31, 1992:
Allowance for doubtful accounts and notes
receivable $ 1,749 $ 945 $..(190)(a) §_(119) $ 2,385
Amortization of intangibles $ 7,270 $ 2,989 $ - $__(467) $ 9,792
Valuation allowance for deferred income
taxes $ - $86,031(b) §__- S - $ 86,031

(a) Amounts written off, less recoveries.

(b) Includes (i) amounts recorded at the date of adoption of SFAS 109 in 1992 reported as a component of
cumulative effect of changes in accounting principles and (ii) amounts recorded as part of extraordinary
item in 1993,

S-8




ATTACHMENT 6
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Primary Coverage

ELAC @ Employers’ Liability Assurance Corp., LTD.
-— 2/1/66 - 2/1/67
== CLE16-%004-475
BI -- $300,000 ea. person; $1 million ea. accident
(policy period)

ELAC : Employers’ Liability Assurance Corp., LTD
Policy Period -- 2/1/67 - 2/1/68
Policy No. =-- CLE16-9004-520
Bl -~ $300,000 ea. person; $1 million ea. occurrence;
$1 million aggregate

MISSING
Policy: Policy Period -- 2/1/68 - 2/1/69
Policy No., -- CLE16-9004-~562

ELAC : Employers’ Liability Assurance Corp., LTD
3 Policy Perjod -- 2/1/69 -~ 2/1/70
-=- E16-9004-622

Bl -- $300,000 ea. person; $1 million ea. occurrence;
$1 million aggregate -

-

ECU : Employers’ Commercial Union Insurance Co. of America
1 Policy Period -~- 2/1/70 - 2/1/71
Policy No, -- E-Y-9004-663
BIL -- $300,000 ea. person; $1 million ea. occurrence;
$1 million aggregate
PD -- $1 million ea. occurrence; $1 million aggregate
(effective 5/1/70)

ECU : Employers’ Commercial Union Insurance Co. of America
2 Policy Period -- 2/1/71 - 2/1/74
Policy No. -~ E~Y-9004-723
BIL -- $300,000 ea. person; $1 million ea. occurrence:;
$1 million aggregate
ED -- $1 million ea. occurrence; $1 million aggregate



-2 -

CuU : Commercial Union Insurance Co.
1 Policy Period -- 2/1/74 - 3/1/77
== CLCY-2004-853
Bl -- $ 1 million ea. occurrence; $1 million aggregate
PD -- $ 1 nillion ea. occurrence; $1 million aggregate

Ccu : Commercial Union Insurance Co.
2 Policy Period -- 3/1/77 - 3/1/78
== CLCY-9004-962
BI -- $1 million ea. occurrence; $1 million aggregate
PD -- $1 million ea. occurrence; $1 million aggregate:

INA : Insurance Co. of North America
1 Policy Period -- 1/1/78 - 3/1/79
Policy No. -- SCG-1020
BI and PD Combined -- $1 million ea. occurrence;
$3 million aggregate

"

INA : Insurance Company of North America
2 Policy Perijod -- 3/1/79 - 3/1/80
Policy No. -- SCG-1053
BI and PD Combined -- $1 million ea. occurrence;
$3 million aggregate

INA : Insurance Company of North America
3 Policy Period -- 3/1/80 - 3/1/81
Policy No, -- SCG-1186
BI and PD Combined -- $1 million ea. occurrence;
$3 million aggregate

INA : Insurance Company of North America
4 Policy Period -- 3/1/81 - 3/1/82
Policy No, =-- SCG-GO-002540-9
BI_and PD Combined -~ $1 million ea. occurrence;
$3 million aggregate

INA : Insurance Company of North America
-5 Policy Perjod -- 3/1/82 - 3/1/83
Policy No, =-- SCG-GO-134131-5

BI_and PD Combined -~ $1 million ea. occurrence;
$3 million aggregate



INA : Insurance Company of North America
6 Policy Period -- 3/1/83 - 3/1/84
Policy No. -- SCG-209747
BI and PD Combined -~ $1 million ea. occurrence;
$3 million aggregate

INA : Insurance Company of North America
' 7 Policy Period -- 3/1/84 - 3/1/85
Policy No. -- SCG-GO-313031-9

BI_and PD Combined -- $1 million ea. occurrence:;
$3 million aggregate

INA

Insurance Company of North America
8 Policy Perjod -- 3/1/85 - 3/1/86
-= SCG-G0-704408-2

Policy No,
BI _and PD Combined -- $2 million ea. occurrence;
$4 million aggregate _

Unbrella Coverage

ELAC : Employers’ Liability Assurance Corp.
4 - 12/26/63 -~ 2/1/67
-- E16-9004~286
12/26/63 - 2/1/64: $2 million ea. occurrence;

$2 million aggregate; Effective: 2/1/64; $5 million
ea. occurrence; $5 million aggregate (every 12 months)

Underlying Insurance:

Bl -- $300,000 ea. person; $1 million ea. occurrence;

$1 million aggregate’
PD -- $1 million ea. accident

ECU : Employers Commercial Union Insurance Co. of America

3  Policy Period -~ 2/1/70 - 2/1/75
Policy No, =-- EY-9004-671
2/1/70 ~ 7/14/70: $6 million ea. occurrence;

$6 million aggregate; Effective 7/14/70: $10 million

ea. occurrence; $10 million aggregate; Effective
o 2/28/73: $30 million ea. occurrence; $30 million
aggregate; (every 12 months)



C

INA

a :

BI -- $300,000 ea. person; $1 million ea. occurrence;
¢1 million aggregate

PD -- $1 million ea. occurrence; $1 million aggregate

SS

Insurance Company of North America (CIGNA)

9 Policy Perijod -- 3/1/86 - 3/1/87
Policy No.

CIG

CIG:

AIG:

-= HDC-GO-86342-3-3
$1.5 million ea. occurrence; $3 million annual
aggregate, where applicable in excess of $1 million
S.I.R. per occurrence; (ea. policy year)
"claims made" coverage

CIGNA
-- 3/1/87 - 8/15/88
~- XSL-G1-008190-7
$500,000 ea. occurrence; $1 million products
aggregate; $1 million all other GL aggregate in excess
of $2 million ea. occurrence S.I.R. o
"claims made" coverage -

CIGNA
Policy Period -- 8/15/88 - 8/15/89
== XSL-G1-023532~7
$1 million ea. occurrence; $3 million aggregate; excess
of $1.5 million ea. occurrence S.I.R.

American International Group (Primary)
-- 8/15/89 - 8/1/90
-= RMGL-4597092
$1.0mm excess $1.5mm retention

Excess Liability
Various underwriters
Limit $200mm XS primary



AIG:

AlG:

AIG:

ZURICH:

ZURICH:

AIG -

Policy Period: -- 8/1/90 - 8/1/91
Policy No: --RMGL 249-86-33
S$1.mm excess of $1.5mm retention

Excess Liability -~ Various underwriters
$200mm excess of primary policies

AXIG

Policy Period -- 8/1/91 - 8/1/9%2
Policy No: - RMGL 325-7$-75
$1.mm excess of $1.5mm retention

Excess Liability -- Various underwriters
$200mm excess of primary policies

AlIG

Policy Period -- 8/1/92 - 8/1/93
Policy No: - RMGL 326-50-40

$1.mm excess of $500,000 retention

Excess Liability -- Various underwriters
$200mm excess of primary policies

Zurich-american Insurance Company
Policy Period -~ 8/1/93 - 8/1/94
Policy No: GLO 68639504-~00

$2mm excess of $500,000 retention

Excess Liability -- Various underwriters
$200mm excess of primary policies

Zurich-American Insurance Company
Policy Period -- 8/1/%4 - 8/1/85
Policy No: GLO 6863904-01

$2mm excess of $500,000 retention

Excess Liability -- Various underwriters
$200mm excess of primary policies
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ROY D. BLUNT -
SECRETARY OF STATE -
CORPORATION DIVISION
CERTIFICATE OF CORPORATE GOOD STANDING - FOREIGN CORPORATION
1, ROY D. BLUNT, SECRETARY OF STATE OF THE STATE OF MISSOURI,
- ~. DO HEREBY CERTIFY THAT THE RECORDS IN MY OFFICE AND IN MY
- CARE AND CUSTODY REVEAL THAT

>, N L INDUSTRIES, INC.

USING IN MISSOURI THE NAME -
N L INDUSTRIES, INC.

A NEW JERSEY CORPORATION FILED ITS EVIDENCE OF INCORPORATION
WITH THIS STATE ON THE 9TH DAY oF NOVEMBER, 1892, AND IS IN
600D STANDING, HAVING FULLY COMPLIED WITH ALL REQUIREMENTS
OF THIS OFFICE.

. IN TESTIMONY WHEREOF, I HAVE SET MY

* HAND AND IMPRINTED THE GREAT SEAL OF

THE STATE OF MISSOURI, ON THIS, THE
9TH DAY OF AUGUST, 1990.

B s s IS .- Q—— e e e o

o o P




.\"‘“ﬁp 874%. UNITED STATES ENVIRONMENTAL PROTECTION AGENCY

H e g REGION 6
3 W2 ¢ 1445 ROSS AVENUE, SUITE 1200
%, & DALLAS, TX 75202-2733

AL prot® ,

NV 22 10

Mr. Walter Nowotny, Jr.
Secretary and General Counsel
The Doe Run Resources Company
1801 Park 270 Drive

Suite 300

sSt. Louis, MO 63146

Re: Tar Creek Superfund Site information request letter dated
S8eptember 29, 1994; October 5, 1994, meeting at EPA.

Dear Mr. Nowotny:

This is to provide you with the United States Environmental
Protection Agency’s (EPA’s) responses to certain requests
regarding EPA’s September 29, 1994, information request letter
concerning the Tar Creek Superfund Site (Site) in oOttawa County,
Oklahoma. This letter was sent to the following companies:
ASARCO, Inc., Blue Tee Corp., Childress Royalty Company, Inc.,
Gold Fields Mining Corporation, NL Industries, Inc., and The Doe
Run Resources Corporation (hereinafter the Respondents). Certain
requests were raised by the representatives of the Respondents,
as a group, at the meeting with EPA officials at EPA Region 6
offices on October 5, 1994. A listing of the representatives of
the Respondents (hereinafter the representatives), including
yourself, is enclosed.

1. Information regarding companies other than the Respondent,

arents hs aries redecessors, and othe elated
en es

In EPA’s September 29, 1994, letter, EPA requested, in
various questions, that each Respondent provide certain
information it may have regarding certain companies other than
the Respondent, the Respondent’s parents, subsidiaries,
predecessors, and other entities related to the Respondent. 1In
the October 5 meeting, the representatives said, if a Respondent
were to provide such information regarding other Respondents,
that the disclosure of such information could jeopardize the
relationship which the Respondents have developed as they worked
together concerning the remediation of environmental problems in
Oklahoma, Kansas, and Missouri. The representatives requested
that a modification of EPA’s information request be made so that
each Respondent would only be required to provide information
regarding itself, its parents, its subsidiaries, its successors,
and other related entities, but not regarding other unrelated
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Accordingly, in order to preserve the working relationships
which the Respondents have with each other and with other
companies, with respect to remediation of the environment, EPA
agrees that, for the purposes of EPA’s September 29, 1994,
information request only, each Respondent may, at its discretion,
limit its responses to questions 11, 12, 13, 14, 15, 17, 19, 21,
22, 23, 24, 25, 26, 27, 28, 29, and 31 through 43 to information
regarding itself, its parents, its subsidiaries, its successors,
and other entities related to the Respondent (the term "entities
related to the Respondent" is to be construed in the broadest
possible sense to be as inclusive as possible). Furthermore, in
response to those questions only, each Respondent need not
provide information regarding other, unrelated, companies unless
the Respondent chooses to do so.

2. Collective answers to certain questions

The representatives also suggested that the Respondents
answer certain questions collectively. The representatives
suggested, due to the nature of the information requested, that
the Respondents could give better answers to certain questions if
the Respondents were to work together to answer the questions.
The representatives said that this would benefit EPA in that it
would provide the information in a single format.

EPA agrees that it would save EPA time and money if the
information requested from the Respondents was provided in a
single format. EPA agrees that, by working collectively, the
Respondents could provide more useful information in response to
certain questions in the September 29, 1994, letter.
Accordingly, EPA agrees that, for purposes of EPA'’s
September 29, 1994, letter only, the Respondents may respond
collectively to the following questions in the letter, as long as
all the information which the individual responses would have
provided is included in the common response: 17, 19, 20, 21, 22,
23, 24, 25, and 26.

3. clarification of question 22’s request for information
regarding “boring®

The representatives also asked, in response to question 22
which refers to "boring," whether the Respondents were required
to provide information regarding test boreholes. The
representatives stated that hundreds of such boreholes were made
with little or no significant environmental impact. The
representatives said that it would be burdensome, and useless to
compile this information. The representatives requested that
question 22 be modified accordingly. As we discussed, EPA could
also use information regarding the sinking of mine shafts which
was not referred to in question 22.



In response to the representatives’ request, EPA agrees
that, for purposes of EPA’s September 29, 1994, letter only, the
word "boring" in question 22 does not include test boreholes. 1In
addition, please insert the words "shaft sinking" after the comma
which follows the word "boring" in question 22, add another comma
at the end of the inserted word "sinking," and answer the
question as revised.

4. Questions 17, 19, and 21 concerning property interests

The representatives asked, in response to questions 17, 19,
and 21, whether the Respondents were required to provide
information regarding Site property and Ottawa County property
which was leased or subleased by the Respondents, but which was
never the site of any operation, including, but not limited to
disposal. The representatives requested that the Respondents not
be required to provide information about the hundreds of leases
and subleases which were entered into on a contingency basis (in
- case the land was needed at a later time), but which were never
used.

In response to the representatives’ request, EPA agrees to
modify questions 17, 19 and 21. EPA agrees that, for purposes of
questions 17, 19, and 21 in EPA’s September 29, 1994, letter
only, Site property or Ottawa County property which was or is
currently leased or subleased by Respondents need only be
identified if the property was or is currently used by
Respondents for mining, milling, smelting, processing, or related
operations. An exception to EPA’s modlfication of questions 17,
19, and 21 is that all Site property or Ottawa County property
leased or subleased by Respondents, upon which mining or milling
materials (including, but not limited to, ore, mining wastes or
milling wastes) have come to be located at any time, must be
identified and listed by Respondents in response to all parts of
- questions 17, 19, and 21, whether or not the property was ever
used for any operations. In all other respects, Respondents must
respond to questions 17, 19, and 21 as set forth in EPA’s
September 29, 1994, letter.

5. Use of U.8. Bureau of Mines’ production records

The representatives stated that the respective Respondents’
production records lacked continuity and that U.S. Bureau of
Mines’ production records alone would serve EPA’s purposes in
this regard. = The representatives suggested that questions
regarding ore production be answered using U.S. Bureau of Mines’
records and not company records. The representatives said that
the U.S. Bureau of Mines’ reports were the best source for
production information.



EPA agrees that it would be costly and time-consuming for
EPA to sort through years and years of sporadically developed
production records in various formats. In response to the
representatives’ suggestion, EPA agrees that, for the purposes of
question 22 in EPA’s September 29, 1994, letter only, "“production
records" means U.S. Bureau of Mines’ production records. EPA
also agrees, that, if the U.S. Bureau of Mines’ reports can be
used as a source of the information requested in any part of
guestion 26 in EPA’s September 29, 1994, letter only, then the
Respondents need not look elsewhere for that information, but may
base their answers to that part of question 26 solely upon the
information provided in U.S. Bureau of Mines’ reports. However,
if U.S. Bureau of Mines’ reports do not provide all the
information requested in any part of question 26, Respondents
‘must answer that part of question 26 using information other than
that provided in U.S. Bureau of Mines’ reports.

6. Date response is due

The representatives asked for clarification regarding the
date that the Respondents’ responses to the September 29, 1994,
letter are due. In that the Respondents will be preparing
collective answers to certain questions, their responses are due
by November 21, 1994, 45 days from October 5, 1994, which is the
date by which all Respondents had received EPA’s September 29,
1994, letter as determined by the U.S. Postal Service receipts.
The 45th calendar day from October 5 is November 19, a Saturday.
Therefore, Respondents have until Monday, November 21, 1994, to
respond.

7. Conditions and reservation of rights

Respondents must respond to EPA’s September 29, 1994, letter
according to its terms and conditions except as expressly
modified herein. The terms of this letter are limited to EPA’s
September 29, 1994, information request letter and the
Respondents’ responses thereto. Nothing in this letter shall
limit, in any way, EPA’s authority to request the Respondents to
provide any and all information which EPA has authority to
request under Subsection 104(e) of the Comprehensive
Environmental Response, Compensation, and Liability Act, as
amended, 42 U.S.C. § 9604(e).

The Respondents may assert a business confidentiality claim
covering part or all of the information which they submit in
response to this request. Any such claim must be made by placing
on (or attaching to) the information, at the time it is submitted
to EPA, a cover sheet or a stamped or typed legend or other
suitable form of notice employing language such as “trade
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secret," "proprietary," or "company confidential." cConfidential
portions of otherwise nonconfidential documents should be clearly
identified and may be submitted separately to facilitate
identification and handling by EPA. If the Respondents make such
a claim, the information covered by that claim will be disclosed
by EPA only to the extent, and by means of the procedures, set
forth in subpart B of 40 CFR Part 2. If no such claim :
accompanies the information when it is received by EPA, it may be
made available to the public by EPA without further notice to the
Respondents. The regquirements of 40 CFR Part 2 regarding
business confidentiality claims were published in the Federal
Register on September 1, 1976, and were amended September 8,
1976, and December 18, 1985.

This information request is not subject to the approval
requirements of the Paperwork Reduction Act of 1980, 44 U.S.C. §§
3501, et seq.

If you have any guestions, please contact Assistant Regional
Counsel James E. Costello at (214) 665-8045.

Sincerely yours,
czllbvg\.VT;EEESCUJ&S

~Jane N. Saginaw
Regional Administrator

Enclosure



LIST OF REPRESENTATIVES OF THE COMPANIES THAT WERE THE RECIPIENTS
OF EPA’S SEPTEMBER 29, 1994, INFORMATION REQUEST LETTER ON THE
TAR CREEK SUPERFUND SITE'

Mitchell H. Bernstein

Van Ness Feldman

1050 Thomas Jefferson Street, N.W.

Washington, D.C. 20007

.FAX: (202) 338-2416
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By-Laws
of
NL INDUSTRIES, INC.
As Amended

June 28, 1990

ARTICLEI
OFFICES AND RECORDS OF CORPORATION

The registered office of the Corporation is and shall be at 28 W. State Street, Trenton,
New Jersey 08608 or at such other place in that State as may from time to time be designated by the
Board of Directors or the Executive Committee. The registered agent of the Corporation at such address
is and shall be The Corporation Trust Company or such other agent as may from time to time be
appointed by the Board of Directors or the Executive Committee. The Corporation may have one or more
offices and keep the books of the Corporation outside the State of New Jersey.

ARTICLE ¥
SHAREHOLDER ACTION

2.1  Annual Meeting. The annual meeting of the shareholders shall be held at the
registered office of the Corporation or at such other place and at such time as may from time to time be
designated by the Board of Directors or the Executive Committee and stated in the notice of the meeting

22  Action Without A Meeting Any action required or permitted to be taken by the
shareholders of the Corporation, other than the annual election of directors and the approval of certain
cther transactions which pursuant to the New Jersey Business Corporation Act (the "Act") require the
unanimous consent of all shareholders entitled to vote thereon, may be taken without a2 meeting upon the
written consent of the shareholders who would have been entitled to cast the minimum number of votes
which would be necessary to authorize such action at a meeting at which all of the shareholders of the
Corporation entitled to vote thereon were present and voting, and any action so taken shall have the same
force and effect for all purposes as if such action were taken at a meeting of the shareholders of the
Corporation. .

23 Special Meetings of Common Stock Holders. Except as otherwise required by law
and subject to the rights of the holders of Preferred Stock or any other class of capital stock of the
Corporation (other than Common Stock) or any series of any of the foregoing which is then outstanding,
special meetings of shareholders of the Corporation may be called only by (i) the Board of Directors



pursuant to a resolution approved by a majority of the entire Board of Directors, (ii) the Chairman of the
Board, the President or the Executive Committee, or (iii) the holders of at least 10% of the shares of the
Corporation that would be entitled to vote at such meeting. Special meetings of the shareholders shall
be held at the registered office of the Corporation or at such other place and at such time as may from
time to time be specified by the person or persons calling the meeting.

24 Special Meetings of Preferred Stock Holders. Special meetings of the holders of the
Preferred Stock shall be called by the Chairman, the President, the Board of Directors or the Executive
Committee under the circumstances provided in Article IV of the Amended and Restated Certificate of
Incorporation of the Corporation (the "Certificate™) to be held, subject to the provisions of said Article IV,
at the registered office of the Corporation or at such other place and at such time as may from time to
time be specified by the person or persons calling the meeting.

2.5 Notice of Meetings. Except as otherwise provided by law, written notice of the
time, place and purpose or purposes of each meeting of the shareholders and each meeting of the holders
of any class of shares shall be given by the Secretary by mail or personal service to each shareholder of
record entitled to vote at such meeting not less than ten nor more than sixty days before the date of the

“meeting. Notice to a shareholder shall be deemed to be given when deposited in the mail addressed to
him at his last address as it appears on the records of the Corporation.

- 26 Voting. Except as otherwise provided by law, at all meetings of shareholders and
for all purposes, the holders-of shares of Common Stock shall be entitled to one (1) vote per share and
the holders of shares of a series of Preferred Stock shall be entitled to such votes (if any) to which such
shares of Preferred Stock are entitled under the terms of the resolution or resolutions providing for the
issue of such series of shares adopted by the Board of Directors, in person or by proxy, for each
outstanding share of Common Stock or of a series of Preferred Stock with voting rights standing in his
or her name on the books of the Corporation on the date prescribed for the determination of shareholders
entitled to vote at any such meeting, or any adjournment thereof. Except insofar as the same shall be
inconsistent with the provisions of Article IV of the Certificate relating to the rights of the holders of
Preferred Stock or any other class of capital.stock of the Corporation (other than Common Stock) or any
series of any of the foregoing which is then outstanding, (a) the holders of shares entitled to cast a
majority of the votes at a meeting shall constitute 2 quorum at such meeting and (b) whenever the
holders of any class of shares are entitled to vote separately on a specified item of business, the holders
of shares of such class entitled to cast a2 majority of the votes shall constitute a quorum of such class for
the transaction of such specified item of business. No proxy shall be valid after eleven months from the
date of its execution, unless a longer time is expressly provided therein, but in no event shall a proxy be
valid after three years from the date of execution.

27 Confidential Voting. All proxies, ballots and vote tabulations that identify the
particular vote of a shareholder shall be kept confidential, except that disclosure may be made (i) to allow
the inspectors of election (the "inspectors”) to certify the results of the vote; (ii) as necessary to meet
applicable legal requirements, including the pursuit or defense of judicial actions; or (iif) when expressly
requested by such shareholder.

Proxy cards shall be returned in envelopes addressed to the inspectors, which shall receive,
inspect and tabulate the proxies. The inspectors shall not be directors, officers or employees of the
Corporation.

Comments written on proxies, consents or ballots will be transcribed and provided to the
Secretary of the Corporation with the name and address of the shareholder. The vote of the shareholder
will not be disclosed at the time any such comment is provided to the Secretary except where such vote
is included in the comment or disclosure is necessary, in the opinion of the inspectors, for an
understanding of the comment.



Nothing in this By-Law shall prohibit the inspectors from making available to the
Corporation, during the period prior to any annual or special meeting, information as to which
shareholders have not voted and periodic status reports on the aggregate vote.

2.8 Record Date. For the purpose of determining the shareholders entitled to notice
of or to vote at any meeting of the shareholders, or at any meeting of the holders of any class of shares,
or any adjournment thereof, or for the purpose of determining the shareholders entitled to receive
payment of any dividend or allotment of any right, or for the purpose of any other action, the Board of
Directors or the Executive Committee shall fix, in advance, a date not less than ten nor more than sixty
days before the date of such meeting, nor more than sixty days prior to any other action as the record
date for any such determination of shareholders.

29 Listing of Shareholders. The Corporation’s stock transfer agent shall make and
certify a complete list of the shareholders or of any class of shareholders entitled to vote at each meeting
of such shareholders or any adjournment thereof. Such list shall be (a) arranged alphabetically within
each class and series, with the address of, and the number of shares held by, each shareholder; (b)
produced at the time and place of the meeting; (c) subject to the inspection of any shareholder during
the meeting; and {d) prima facie evidence as to who are the shareholders entitled to examine such list
or to vote at such meeting.

2.10  Inspectors of Election. Election of directors shall be conducted by one or more
inspectors. The Board of Directors or the Executive Committee shall, in advance of any meeting of the
shareholder or any meeting of the holders of any class of shares, appoint such inspectors to act at such
meeting or any adjournment thereof. If such inspectors are not so appointed or shall fail to qualify,
appear or act, the presiding officer of the meeting shall make such appointment. Each inspector, before
entering upon the discharge of his duties, shall take and sign an oath faithfully to execute the duties of
inspector at such meeting with strict impartiality and according to the best of his ability. No person shall
be elected a director at a meeting at which he has served as an inspector.

ARTICLE I
BOARD OF DIRECTORS

3.1 Number, Election and Terms. Except as otherwise fixed by or pursuant to the
provisions of Article IV of the Certificate relating to the rights of the holders of Preferred Stock or any
other class of capital stock of the Corporation (other than Common Stock) or any series of any of the
foregoing which is then outstanding, the number of the directors of the Corporation shall be not less than
seven nor more than 17 persons. Additional directors may be elected by the holders of shares of a series
of Preferred Stock in the circumstances set forth in Article IV of the Certificate or any resolution or
resolutions providing for the issuance of such series of shares adopted by the Board of Directors. The
exact number of directors within the minimum and maximum limitations specified in this section and the
Certificate shall be fixed from time to time, (i) except as provided in (ii) below, by the Board of Directors
pursuant to a resolution adopted by a majority of the entire Board of Directors or (ii) by the shareholders
pursuant to a resolution adopted by a majority of the shareholders of the Corporation entitled to vote for
the election of directors. All members of the Board of Directors elected after June 28, 1990, shall serve
one year terms and shall stand for election at each annual meeting of shareholders.

3.2 Newly Created Directorships and Vacancies. Except as otherwise fixed by or
pursuant to the provisions of Article IV of the Certificate relating to the rights of the holders of Preferred
Stock or any other class of capital stock of the Corporation (other than Common Stock) or any series of
any of the foregoing which is then outstanding, newly created directorships ggsulting from any increase



in the number of directors may be filled by the Board of Directors and any vacancies on the Board of
Directors resulting from death, resignation, disqualification, retirement, removal or other cause may be
filled by the affirmative vote of a majority of the remaining directors even though less than a quorum of
the Board of Directors, or by a sole remaining director; provided, however, that any vacancy resulting from
an increase in the Board of Directors which is the result of a resolution adopted by the shareholders of
the Corporation may be filled by the shareholders of the Corporation in accordance with the Act and any
other applicable provisions of the Certificate. Except insofar as the same shall be inconsistent with
Article IV of the Certificate or any terms of the resolution or resolutions of the Board of Directors
providing for the issuance of a series of Preferred Stock, when one or more directors shall resign from the
Board of Directors effective at a future date, a majority of the directors then in office, including those who
have so resigned, shall have the power to fill such vacancy or vacancies, the vote thereon to take effect
when such resignation or resignations shall become effective. Any director chosen in accordance with this
section shall hold office until the next succeeding annual meeting of shareholders and until his successor
shall have been elected and qualified. No decrease in the number of directors constituting the Board of
Directors shall shorten the term of any incumbent director.

33 Rermoval. Subject to the rights of the holders of Preferred Stock or any other class
of capital stock of the Corporation (other than Common Stock) or any series of any of the foregoing which
is then outstanding, any director, or the entire Board of Directors, may be removed from office at any time
by shareholders, with or without cause, only by the affirmative vote of holders of a majority of the votes
cast by the shareholders of the Corporation entitled to vote for the election of directors. Any director
may be removed at any time for cause by the affirmative vote of a majority of the entire Board of
Directors, j.e., a majority of the total number of directors which there would be if there were no
vacancies.

3.4 Meetings. Meetings of the Board of Directors shall be held at the call of the
Chairman of the Board, the Chief Executive Officer or the President, or at the call of the Secretary upon
request of a majority of the directors in office, at the time and place fixed by the person calling the
meeting. A majority of the votes of the entire Board of Directors shall constitute a quorum and common
or interested directors may be counted in determining the presence of 2 quorum at a meeting of the Board
of Directors at which a contract or other transaction between the Corporation and one or more of the
directors, or between the Corporation and any corporation, firm, or association of any type or kind in
which one or more of the directors are directors or are otherwise interested, is authorized, approved or
ratified. Where appropriate communication facilities are reasonably available, any or all directors shall
have the right to participate in all or any part of a meeting of the Board of Directors by means of
conference telephone or any other means of communication by which all persons participating in the
meeting are able to hear each other.

35 Compensation. The Board of Directors by the affirmative vote of 2 majority of the
directors in office and irrespective of any personal interest of any of them, shall have authority to establish
reasonable compensation of directors for services to the Corporation as directors, officers, or otherwise.

3.6 Notice. Written notice of each meeting of the Board of Directors and of the
Executive Committee and of any other committee shall be given to each member thereof specifying the
time and place of the meeting. Such notice shall be given by mail, telegram, radiogram, facsimile, telex,
or personal service. Such notice need not be given to any director who signs a waiver of notice, whether
before or after the meeting. Neither the business to be transacted at, nor the purpose of, any such
meeting need be specified in the notice or waiver of notice of the meeting. Notice of any such meeting
that is an adjourned meeting need not be given if the time and place are fixed at the meeting adjourning
and if the period of adjournment does not exceed ten days in any one adjournment.



At least twenty-four hours’ notice of each such meeting shall be given, provided, however,
that notice must be given by telegram, radiogram, facsimile, telex, or personal service when less than four
days’ notice is given.

If such notice is given to a director by mail, the notice shall be deemed to be given when
deposited in the mail addressed to him at his last address as it appears on the records of the Corporation.

The attendance of any director at such a meeting or the participation by any director in
such 2 meeting by means of conference telephone or any other means of communication by which all
persons participating in the meeting are able to hear each other without protesting prior to the conclusion
of the meeting the lack of notice of the meeting shall constitute a waiver of notice by him.

3.7  Action Without A Meeting. Any action required or permitted to be taken pursuant
to authorization voted at a meeting of the Board of Directors may be taken without a meeting if, prior or
subsequent to such action, 2ll members of the Board of Directors consent thereto in writing and such
written consents are filed with the minutes of the proceedings of the Board of Directors.

38 Reliance. In discharging their duties as members of the Board of Directors, the
_Executive Committee or any other committee, directors shall not be liable under the laws of the State of
New Jersey if, acting in good faith, they rely upon the opinion of counsel for the Corporation, upon
written reports setting forth financial data concemning the Corporation and prepared by a firm of
independent certified public accountants, upon financial statements, books of account or reports of the
Corporation represented to them to be correct by the person presiding at a meeting of the Board of
Directors, the President or the Treasurer or the officer of the Corporation having charge of its books of
account, or upon written reports of committees of the Board of Directors.

ARTICLE IV
EXECUTIVE COMMITTEE AND OTHER COMMITTEES

4.1 Executive Committee. The Board of Directors, by the affirmative vote of a majority
of the entire Board of Directors, may appoint from the directors an Executive Committee, who shall have
and may exercise all or any of the powers of the Board of Directors in the management of the business
and affairs of the Corporation, including the power to cause the seal of the Corporation to be affixed to
all papers that may require it, except any powers (i) held by the Board of Directors under Articles III, V
and XII of the By-Laws, (ii) to submit to the shareholders any action that requires their approval, (iii) to
amend or repeal any resolution theretofore adopted by the Board of Directors which by its terms is
amendable or repealable only by the Board of Directors, (iv) to make, alter or repeal any By-Law, (v) to
elect or appoint any director or fill vacancies on any committee or in any officer position, or to remove
any officer, director, or committee member and (vi) reserved to the Board of Directors by law.

4.2 Other Committees. The Board of Directors, by the affirmative vote of a majority
of the entire Board of Directors, may appoint other committees consisting of one or more persons who
may be directors and/or non-directors, and such committees shall have and may exercise such powers as
shall be conferred or authorized by the affirmative vote of a majority of the entire Board of Directors;
provided, however, that such committees shall not have the power to amend or repeal any resolution
theretofore adopted by the Board of Directors or any resolution theretofore adopted by the Executive
Committee. '

4.3 Meetings. Each meeting of the Executive Committee or of any other committee
shall be held at the call of the Secretary upon request of a majority of the members in office of the
respective committees, or at the call of the chairman of such committee, if any, and the Chairman of the -



Board, the Chief Executive Officer or the President if such person is a member of such committee. The
time and place of any meeting of the Executive Committee or any other committee shall be fixed by the
person calling the meeting. Where appropriate communication facilities are reasonably available, any or
all members of the Executive Committee or any other committee shall have the right to participate in all
or any part of a meeting by means of conference telephone or any other means of communication by
which all persons participating in the meeting are able to hear each other.

4.4 Quorum. A majority of the votes of the entire Executive Committee or any other
committee shall constitute a quorum of such committee and common or interested members may be
counted in determining the presence of a quorum at any meeting at which a contract or other transaction
between the Corporation and one or more of the members of the Executive Committee or any other
committee, as the case may be, or between the Corporation and any corporation, firm, or association of
any type or kind in which one or more of such members are directors or are otherwise interested, is
authorized, approved or ratified.

4.5  Records. The Executive Committee and any other committee shall keep a record
of their proceedings and report the same to the Board of Directors at its next meeting following such
meeting of the Executive Committee or any other committee, as the case may be, except that, when the
meeting of the Board of Directors is held within two days after the meeting of the Executive Committee
or any other committee, as the case may be, such report shall, if not made at the first meeting, be made
to the Board of Directors at its second meeting following such meeting of the Executive Committee or any
other committee.

4.6 Action Without A Meeting. Any action required or permitted to be taken pursuant
to authorization voted at a meeting of the Executive Committee or any other committee may be taken
without a meeting if, prior or subsequent to such action, all members of the Executive Committee or of
such other committee, as the case may be, consent thereto in writing and such written consents are filed
with the minutes of the proceedings of the Executive Committee or such other committee.

4.7 Removal. The Board of Directors by the affirmative vote of a majority of the entire
Board of Directors, may remove any director from membership on the Executive Committee or any other
committee at any time, with or without cause.

4.8 Executive Commiittee Vacancies. The Board of Directors, by the affirmative vote
of a majority of the entire Board of Directors, may fill any vacancy occurring in the Executive Committee
or any other committee through death, resignation, disqualification, retirement, removal, or other cause.

ARTICLE V
ELECTION AND REMOVAL OF OFFICERS

5.1 President; Chairman; Chief Executive Officer. At the annual meeting of the Board
of Directors to be held immediately after the annual meeting of the shareholders, the Board of Directors
shall elect a President, and may in its discretion at any time elect a Chairman of the Board and a Chief
Executive Officer, who shall hold office until the next annual meeting of the Board of Directors and until
their successors are elected and qualified.

5.2 Secretary; Treasurer. At its annual meeting the Board of Directors also shall elect
a Secretary and a Treasurer and also may elect at any time one or more Assistant Secretaries and one or
more Assistant Treasurers who shall act until the next annual meeting of the Board of Directors and until
their successors are elected and qualified.



53 Vice President; General Counsel. The Board of Directors also may at any time elect
one or more Vice-Presidents, 2 General Counsel and one or more other officers, all with such special
designations, if any, as the Board of Directors may from time to time specify, who shall act until the next
annual meeting of the Board of Directors and until their successors are elected and qualified.

5.4 Removal. Any officer elected by the Board of Directors may be removed at any
time with or without cause by the affirmative vote of a majority of the entire Board of Directors.

S.S Officer Vacancies. In case of any vacancy in any office of the Corporation through
the death, resignation, disqualification, retirement, removal, or other cause, the Board of Directors may
elect a successor to hold office until the next succeeding annual meeting of the Board of Directors and
until his successor is elected and qualified.

5.6 Expiration of Term. Notwithstandmg anything to the contrary in the By-Laws, the
term of office of any officer of the Corporation shall expire upon his death, resignation, dwqualeicanon.
retirement or removal.

ARTICLE VI
OFFICERS

6.1 Chief Executive Officer. The Chief Executive Officer shall be the head of the
Corporation and in the recess of the Board of Directors and the Executive Committee shall have the
general control and management of all the business and affairs of the Corporation. He shall also exercise
such further powers and perform such other duties as may from time to time be conferred upon or
assigned to him by the By-Laws, the Board of Directors or the Executive Committee. He shall make
annual reports and submit the same to the Board of Directors and also to the shareholders at their annual
meeting, showing the condition and the affairs of the Corporation. He shall from time to time make such
recommendations to the Board of Directors, the Executive Committee and any other committee as he
thinks proper and shall bring before the Board of Directors, the Executive Committee and any other
committee such information as may be required, relating to the business and property of the Corporation.

6.2 Chairman of the Board. If a Chairman of the Board is in office, he shall preside
ar all meetings of the shareholders, the holders of any class of shares and the Board of Directors. During
the absence or disability of the Chairman, or during a vacancy in the office of Chairman of the Board, the
Chief Executive Officer or, during the absence or disability of the Chief Executive Officer or during a
vacancy in the office of Chief Executive Officer, the President, shall preside at all meetings of the
shareholders, the holders of any class of shares and the Board of Directors.

6.3 President and Vice-Presidents. The President and Vice-Presidents shall exercise
such powers, perform such duties, and have such titles as may from time to time be conferred upon or
assigned to them by the Board of Directors, the Executive Committee, the Chief Executive Officer and, in
the case of the Vice-Presidents, the President.

Except as otherwise provided by the Board of Directors or the Executive Committee, the
President shall perform the duties and have the powers of the Chief Executive Officer during the absence
or disability of the Chief Executive Officer, or during a vacancy in the office of Chief Executive Officer.
The Board of Directors or the Executive Committee may at any time assign any Vice-President to perform
the duties and have the powers of the President during the absence or disability of the President, or
during a vacancy in the office of President.



6.4 Secretary and Assistant Secretaries. The Secretary shall keep a record of all
proceedings of the Board of Directors and Executive Committee and of all meetings of the shareholders
and meetings of the holders of any class of shares. He shall use the seal of the Corporation as directed
by the Board of Directors or the Executive Committee, and shall perform such other duties as shall be
assigned to him by the By-Laws, the Board of Directors, the Executive Committee, the Chief Executive
Officer or the President.

The Assistant Secretaries shall assist the Secretary and, during the absence or disability
of the latter, or during a vacancy in the office of Secretary, shall perform the duties and have the powers
of the Secretary. -

6.5 Treasurer and Assistant Treasurers. The Treasurer shall have charge of the funds
of the Corporation. Unless such powers and duties shall have been assigned to other officers of the
Corporation by the Board of Directors, the Executive Committee, the Chief Executive Officer or the
President, the Treasurer (i) shall keep proper books and accounts, showing all the receipts and
expenditures or disbursements of the Corporation, with vouchers in support thereof, which books, accounts

.and vouchers shall be open at all times to the inspection of any member of the Board of Directors, and
(i) shall also from time to time, as required, make reports and statements to the Board of Directors, the
Executive Committee and any other committee as to the financial condition of the Corporation and submit
detailed statements of the Corporation’s receipts and disbursements. The Treasurer shall also perform
such other duties as shall be assigned to him by the By-Laws, the Board of Directors, the Executive
Committee, the Chief Executive Officer or the President.

All funds of the Corporation shall be deposited in the corporate name of the Corporation
by the Treasurer, an Assistant Treasurer or another officer of the Corporation designated by the Treasurer.
During the absence or disability of the Treasurer, the Assistant Treasurers and such other officers of the
Corporation designated by the Treasurer, or during a vacancy in the offices of Treasurer and Assistant
Treasurer, the Chief Executive Officer, the President, any Vice President, the Secretary, or an Assistant
Secretary shall deposit all funds of the Corporation in the corporate name of the Corporation. All deposits
shall be made in such bank or banks of deposit as shall be designated by the Board of Directors, the
Executive Committee, the Chief Executive Officer or the President. Such funds shall be disbursed only as
provided in Article VII.

The Assistant Treasurers shall assist the Treasurer and, during the absence or disability
of the latter, or during a vacancy in the office of Treasurer, shall perform the duties and have the powers
of the Treasurer.

ARTICLE VII
AUTHORIZED SIGNATURES

The Chairman of the Board, the Chief Executive Officer, the President, any Vice-President
or any other officer, employee or other person designated by the Board of Directors, the Executive
Commiittee, the Chief Executive Officer, the President or the Tresurer, together with the Treasurer or any
Assistant Treasurer or any other officer, employee or other person designated by the Board of Directors,
the Executive Committee, the Chief Executive Officer, the President or the Treasurer shall sign all checks
and drafts necessary to be drawn and may accept any drafts drawn upon the Corporation in due course
of business in excess of $10,000 or such other amount as may from time to time be specified by the Board
of Directors, the Executive Committee, the Chief Executive Officer or the President. The Board of
Directors, the Executive Committee, the Chief Executive Officer, the President or the Treasurer shall
provide for the designation of officers, other employees and other persons, each of whom shall have the
authority to sign and accept checks and drafts not in excess of $10,000 or such other amount designated



pursuant to the preceding sentence. No promissory note, bond, debenture or other evidence of
indebtedness shall be made, signed, issued or endorsed by the Corporation unless signed by the Chairman,
the Chief Executive Officer, the President or any Vice-President, together with the Secretary, any Assistant
Secretary, the Treasurer, or any Assistant Treasurer under powers given by a resolution of the Board of
Directors or the Executive Committee except that the Chairman, the Chief Executive Officer, the President,
any Vice-President, the Treasurer, any Assistant Treasurer or any other officer or employee authorized by
the Board of Directors or the Executive Committee may endorse for collection or deposit only, expressly
stating the purpose of such endorsement, checks, drafts and promissory notes to the order of the
Corporation.

The seal of the Corporation and any or all signatures of the officers or other agents of the

Corporation upon a bond and any coupon attached thereto may be facsimiles if the bond is countersigned

by an officer or other agent of a trustee or other certifying or authenticating authority. The shares of

stock of the Corporation shall be represented by certificates signed by, or in the name of the Corporation

by the Chairman of the Board, the President, or any Vice-President, and may be signed by the Treasurer,

_any Assistant Treasurer, the Secretary, or any Assistant Secretary of the Corporation and may be sealed
with the seal of the Corporation or a facsimile thereof. Any or 2ll signatures upon a certificate may be

a facsimile.

ARTICLE VIII
BENEFIT PLANS

The Corporation, by act of the Board of Directors, the Executive Committee, any other
committee, or officers of the Corporation delegated by the Board of Directors, may adopt or amend any
of the following plans for the benefit of some or all of the employees, officers, directors and agents of the
Corporation or any subsidiary thereof, or other persons who are or have been actively engaged in the
conduct of the business of the Corporation or any subsidiary thereof, including any who have retired,
become disabled, or died prior to the establishment of any plan adopted, and their families, dependents,
or beneficiaries: (a) plans providing for the sale or distribution of any class or series of shares of stock
of the Corporation, held by it or issued or purchased by it for the purpose, including stock option, stock
purchase, stock bonus, profit-sharing, savings, pension, retirement, deferred compensation and other plans
of similar nature, whether or not such plans also provide for the distribution of cash or property other
than shares of stock of the Corporation; (b) plans providing for payments solely in cash or property other
than shares of stock of the Corporation, including profit-sharing, bonus, savings, pension, retirement,
deferred compensation and other plans of similar nature; and (c) plans for the furnishing of medical
services; life, sickness, accident, disability, or unemployment insurance or benefits; education; housing;
social and recreational services; and other similar aids and services.

ARTICLE IX
TRANSFER OF STOCK

Shares of stock of the Corporation shall be transferred only on the books of the
Corporation by the holder thereof, in person or by his attorney duly authorized thereto in writing, upon
the surrender of the certificate therefor. Whenever any transfer shall be made for collateral security and
not absolutely, the same shall be so expressed in the entry of said transfer.

In the case of loss or destruction of a certificate of shares of stock, another may be issued
in its place, upon proof of such loss and the giving of a satisfactory bond of indemnity.



ARTICLE X
FISCAL YEAR

The fiscal year of the Corporation shall begin on the first day of January and terminate
on the last day of December in each year.

ARTICLE X1
SEAL OF CORPORATION

The seal of the Corporation shall be in the custody of the Secretary and such other
persons as shall be authorized by the By-Laws and the Board of Directors from time to time and shall
have engraved upon it the words "NL INDUSTRIES INC." arranged in a circle, with the words
*INCORPORATED 1891" across the center of the space thus enclosed.

The seal shall be used by such officers as shall be provided for in the By-Laws or by such
other persons as shall be authorized by the Board of Directors from time to time.

ARTICLE XII
AMENDMENTS

Subject always to the By-Laws made by the stockholders, the Board of Directors may make
By-Laws from time to time, and may alter or repeal any By-Laws, but any By-Laws made by the Board of
Directors may be altered or repealed, and new By-Laws made, by the stockholders at any annual meeting
or at any special meeting, provided notice thereof be included in the notice of the meeting.

ARTICLE XIII
INDEMNIFICATION

Any person who is or was a director, officer, employee, or agent of the Corporation and
any person who is or was a director, officer, trustee, employee, or agent of any other corporation or any
partnership, joint venture, sole proprietorship, trust, or other enterprise, whether or not for profit, serving
as such at the Corporation’s request, or the legal representative of any such director, officer, trustee,
employee, or agent, shall be indemnified by the Corporation to the extent permitted by law against his
expenses and liabilities in connection with any pending, threatened, or completed civil, criminal,
administrative, or arbitrative action, suit or proceeding, and any appeal therein and any inquiry or
investigation which could lead to such action, suit or proceeding involving him by reason of his being or
having been such director, officer, trustee, employee or agent.

ARTICLE XIV
ACQUISITION OF SHARES

14.1 Anti-Greenmail Provision. Except as set forth in the following paragraph, in
addition to any affirmative vote of shareholders required by any provision of law, the Certificate or the
By-Laws, or any policy adopted by the Board of Directors, neither the Corporation nor any subsidiary of
the Corporation shall knowingly effect any direct or indirect purchase or other acquisition of any equity
security of any class or classes issued by the Corporation at a price which is in excess of the Market Price
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of such equity security on the date that the understanding to effect such transaction is entered into by the
Corporation (whether or not such transaction is concluded or a written agreement relating to such
transaction is executed on such date, and such date to be conclusively established by determination of the
Board of Directors), from any Interested Person without the affirmative vote of the holders of the Voting
Shares which represent at least a majority of the aggregate voting power of the Corporation, excluding
Voting Shares beneficially owned by the selling Interested Person, voting together as a single class. Such
affirmative vote shall be required notwithstanding the fact that no vote may be required, or that a lesser
percentage may be specified, by law or any agreement with any national securities exchange, or otherwise.

The provisions of the preceding paragraph shall not be applicable with respect to:

(i) any purchase, acquisition, redemption or exchange of such equity securities, the
purchase, acquisition, redemption or exchange of which is provided for in the Certificate; or

(ii) any purchase or other acquisition of equity securities made as part of a tender or
exchange offer by the Corporation to purchase securities of the same class made on the same
terms to all holders of such securities and complying with the applicable requirements of the
Securities Exchange Act of 1934, as amended (the "Exchange Act”), and the rules and regulations
thereunder (or any successor provisions to the Exchange Act, rules or regulations).

For the purpose of these By-Laws:

(i) "Beneficial Owner” and "beneficial ownership® shall have the meanings ascribed to
such terms in Rule 13d-3 and Rule 13d-5 of the General Rules and Reguladons under the
Exchange Act, as in effect on January 1, 1990.

(i) ‘"Interested Person" shall mean any individual, partnership, firm, corporation,
association, trust, unincorporated organization or other entity, as well as any syndicate or group
deemed to be a person pursuant to Section 13(d)(3) of the Exchange Act, as in effect on
January 1, 1990, that is the direct or indirect Beneficial Owner of more than 5% of the aggregate
voting power of the Voting Shares.

(iii) "Market Price" of shares of a class of an equity security of the Corporation on any
day shall mean the highest sale price (regular way) of shares of such class of such equity security
within five trading days, on the principal national securities exchange on which such class of
stock is then listed or admitted to trading, or if not listed or admitted to trading on any national
securities exchange, then the highest reported sale price for such shares in the over-the-counter
market as reported on the NASDAQ National Market System, or if such sale prices shall not be
reported thereon, the highest bid price so reported, or, if such price shall not be reported thereon,
as the same shall be reported by the National Quotation Bureau Incorporated.

(iv) "Voting Shares" shall mean the outstanding shares of capital stock of the Corporation
entitled to vote generally in the election of Directors.

14.2 Cancellation of Shares. -When shares of the Corporation are reacquired by
purchase, by redemption or by their conversion into other shares of the Corporation, the reacquisition

shall not effect their cancellation, except as determined by the Board of Directors or as otherwise provided
in Article IV of the Certificate.

NL-1BAC.073
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